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this report Peter Hambro Mining PLC is
| to as PHM, the Company and the Group.

PETER HAMBRO MINING PLC

MANAGING COMPANY PETER HAMBRO MINING*

*MC PHM is a Moscow-based

company involved in the operations and
development of PHM assets and has no
material ownership of any Group assets.

The diagram on the front cover represents’
Peter Hambro Mining’s virtuous cycle

of value creation which depicts drilling,
mining, gold pouring and expansion at
Pokrovskiy Rudnik.

R REGION

rovskiy Rudnik > Rudnoye JV > Victoria

Yo OWNERSHIP 50% OWNERSHIP 100% OWNERSHIP
rovskiy mine > Odolgo mine > Chagoyansk deposit

1eer mine
omir deposit

! > Tokurskiy Rudnik > Omchak JV
shilovskoye deposit

100% OWNERSHIP 50% OWNERSHIP

> Tokur deposit
> Koboldo mine

> Noviye Tekhologii
> Zeyazoloto

MAGADAN REGION

> Omchak JV
50% OWNERSHIP

> ZAQ Nelkobazoloto
— Shkolnoe mine
— OAO Berelekh
> Berelekh mine
— OAQ Susumanzoloto

YAMALANENETSKY AUT

> YamalZoloto
100% OWNERSHIP

> Novogodnee Monto deposit
> Petropavloskoye deposit
> Yamalskaya Gornaya

Kompania assets

OMOUS REGION

Gold mining is one of the chief
industries of the Amur Region where
the Group’s principal assets are located.
The region’s sound infrastructure and
accessible cnergy supply make it an
idcal base for gold production. As

well as ranking third amongst the main
gold producing regions of the Russian
Federation, the other primary industrics
of the Amur Region are electric power,
coal production, food, timber and wood
processing. It is also one of the main
agricultural areas of the Far East.

IER REGIONS

Chita

Omchak JV 50%

> Verkhne-Aliinskoe deposit
> Kuliinskiy deposit

> Bukhtinskiy deposit

The Magadan Region is Russia’s most important
gold mining territory; there are nearly 2,000
placer gold deposits and 100 gold ore deposits
in the area. Since the 1930s over 80 million
ounces have been produced from alluviat and
hard-rock mines. Duc to the prevalence of the
mining industry, the region’s infrastructure

is well established, with good all-weather
roads and a rcadily available electricity

supply predominantly from the Kolyma River
hydro-electrical station.

Republic of Sakha (Yakutia)
Omchak JV 50%
> Uduma deposit

The oil and gas industry is the leading
economic sector of the Yamalanenetsky
Autonomous Region, and thercfore there is

a well developed local infrastructure which
benefits our mining operations. YamalZoloto’s
main assets are well located near to the
regional capital of Salekhard on the Ob River.
The area borders the Komi Republic, the
Khanty-Mansiisk Autonomous Region and the
Taimyr Autonomous Region.

Buryatiaya Region
Region 100%
> Exploration stage company
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E VIRTUOUS CYCLE
VALUE CREATION

SUCCESSFUL CREATION
ALUE THROUGH THE
JORATION FOR, AND
“LOPMENT AND OPERATION
OLD MINING PROJECTS MAY
FEN AS THE FOUR STAGES
VIRTUOUS CYCLE. PETER
BRO MINING’S OPERATIONS
THE PAST ELEVEN YEARS

© FORMED THE STAGES OF

{ A VIRTUOUS CYCLE,

“H HAVE CREATED THE
ICAL MASS AND ENERGY TO
JRE ITS CONTINUING FLOW

11 generation

| in the form of exploration, development
erating assets combined with prudent
and debt finance management is the

e of successful growth. The Group has
balance of US$145m and four primary
from which the US$450/0z gold price
vative forecast of a net present value of
han US$1bn can be generated.

Assets & strategy

Combination of organic growth and development
in Group projects with the acquisition of high
quality assets, both supported by local expertise
and advantageous infrastructure. The creation of
a balanced and fluid resources portfolio pyramid
(see page 15), with an extensive exploration
portfolio supporting the most advanced four
assets which generate the more immediate
production target.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

Efficiency & production

Production, using advanced and well proven
technologies on a strong asset base, supports

a position of cost strength and margin expansion.
Exploiting the excellent infrastructure available
at site, including valuable power and transport
networks.

o

Strong management

The most valuable asset within the portfolio.
Proven track record of delivery on construction
and production targets on time and on budget.
Constant programme of development and
expansion through training and recruitment
alongside human resources policies designed
to incentivise and maintain key managers.
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EVING VALUE THROUGH
IENT EXCAVATION OF
WASTE

nced stripping at the Pokrovskiy deposit

ration and development laboratory
crovskiy

ruction work on the expansion of the
vskiy mill

aterials moved (million m*)

3787

06
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-

5.2million m?

MATERIAL MOVED AT
POKROVSKIY MINE IN 2005

THE EFFICIENT OPERATION

OF A LARGE MINE REQUIRES A
CONSTANT BALANCE BETWEEN
THE MINING OF ORE AND WASTE.
BLOCK MODELLING OF THE PIT
SHELL AND GPS MONITORING OF
ALL TRUCKS
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IAIRMAN’S
ATEMENT

IBRO WAS A BANKER AND THEN DEPUTY MANAGING DIRECTOR
ATTA AND GOLDSMID, RESPONSIBLE FOR WORLDWIDE

NG OF ITS PRECIOUS METAL DEALING, BANKING AND

‘IVE SERVICES. IN 1990 HE FOUNDED PETER HAMBRO PLC

NING FINANCE HOUSE IN LONDON.

BEEN EXECUTIVE CHAIRMAN SINCE THE GROUP’S
TON IN 1994,

“TER HAMBRO

A\MBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

No.1

Number one non-state employer, gold
and GDP producer in the Amur region

£1bn

The Company now has over £1bn
market capitalisation

1,000,0000z

The Company is on track to hit
1,000,0000z production target in 2009

2005 was the year in which the first steps of

the Group’s major expansion were taken. Total
attributable gold production increased by nearly
a fifth with Pokrovskiy production up by 21%
and contributions from new assets making up 6%
of the total. The average price received for gold
during 2005 was US$442/0z, a 10% increase on
that achieved in 2004. The market price today is
more than US$700/0z.

While enjoying another excellent year from a
production growth and turnover point of view,
the increases in the quality and quantity of the
Group’s reserve and resource base form a sound
foundation from which to achieve its ambitious
growth objectives.

Inflationary pressures on our input costs and
accounting for development costs on the new
projects have resulted in somewhat lower
earnings per share than we had hoped for.

The proceeds from our US$140m convertible
bond issue and the cash flow from sales of
higher priced gold have increased confidence
in the Group’s ability to finance its 2009
production target.

With a forecast production of 250,000 ounces in
2006 we are now approximately a quarter of the
way towards delivering our million ounce target
in 2009. Our estimates of the economics of this
plan, which were discussed in the Group’s
analysts’ workshop in January 2006, remain
substantially unchanged.

Competition for mining assets — both geological
and human — in Russia and particularly in Eastern
Siberia has intensified. On the one hand, Russian
and Western mining companies have come to
understand the potential in this area that PHM
identified more than a dozen years ago and, on
the other, the international mining community

is becoming less wary of doing business in
Russia. The new enthusiasm for the area means
that the Group’s policy of acquiring early stage
development assets has been strongly validated.
Our resource planning is well advanced,
particularly in respect of human resources,

and development of in-house expertise as
evidenced by our substantial laboratory capacity
and construction and engineering teams.

In order to aid our shareholders’ understanding
of the Group’s business we have set this year’s
annual report on a theme of the Virtuous Cycle
that we believe has helped create the Group.

I hope that this goes some way towards
demonstrating the rational approach that we
take to increasing the value of the Company.

In spite of the cost pressures — and particularly
with worldwide gold prices becoming
increasingly strong — I believe that we can
look forward to a successful future.

Share price performance 2004-2005

10
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— POG share price

— FTSE AIM All-Share — price index (rebased)
— FTSE 350 Mining £ — price index (rebased)
— Gold Bullion US$/Troy Ounce (rebased)
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ERATIONS
PORT

* Group attributable production increased by
19% to 249,000, including Pokrovskiy
increase of 21%

* Significant attributable production received
from Amur region strategic assets

* Trial mining and processing of Pioneer ore
proves effectiveness of mining methods
and processing technology

Andrei Luschei . .

General Director — ® O Q

Coenera) Dircctor ontinued expansion programme at
Mr Luschei is a qualified geological HV WH. W . : _M

engineer and lawyer. He worked o o<m HV\ B~

at a number of geological research

institutes specialising in the Russian

Far East and subsequently became a

wemmacoanan ¢ Omchak JV contribution decreases with
when he was appointe . .
Genea Dietor change in proportion owned by PHM

VIRTUOUS CYCLE OF
VALUE CREATION

A\MBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005
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ambro Mining schedule of processing operations
-

nt
n Pokrovskiy pit
e

n stockpiles
e

ore (technological sample)
3

lled
C

very
recovered

ach

ked
C

y
sovered

1d recovered

Units
000 t
g/t
000 oz
000 t
git
000 oz
000 t
gt
*000 oz
000 t
g/t
000 oz
%

*000 oz

’000 t
gt
*000 oz
%

’000 oz

*000 oz

2005
899
47
136
444
28
39.4
53

714

1.5

38
48.90%
16.5

185.7

2004
637
42
90.6
454
3.1
455
38
8.4
10.1
1,165

146.2
90.70%
132.7

620
1.8
353
60.0%
21.3

153.9

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

Processing — RIP Plant

The Resin in Pulp plant (RIP) processed 20%
more material in 2005 than in 2004, with grade
up by 5% and consequently gold production up
27%. The third grinding circuit constructed in
2004 operated throughout the year at full design
capacity. The capacity of the plant at year end
was c.1.5mtpa. The construction of the required
building space and equipment for the interim
expansion plans to take capacity to ¢.2.2mtpa are
well underway and are expected to be completed
by August 2006.

The ongoing maintenance programme of the
mill is continuing and in 2005 only reduced
production by less than 7% versus capacity.

Approximately two thirds of the mill feed for
2005 was delivered from the Pokrovskiy pits, a
4% contribution is the continued technical sample
from the Pioneer deposit whilst the remaining
feed is part of the blending process using ore
from the Pokrovskiy stockpiles. Partly as a result
of the Pioneer study, the Group decided to add
reagents to the ore at the grinding stage which
has already resulted in an increased recovery rate.

During the year, the desorption process at the
plant was improved to achieve a more complete
extraction of silver. As a result of this, silver
production doubled in the fourth quarter and
should continue at this increased rate.

Processing — Heap leach

The process of double stacking the heap leach
was tested in 2004, and in 2005 showed good
gold extraction results. Ore processed by the heap
leach in 2004 showed a 60% recovery rate but
was subsequently left on the pad where in 2005

a further 15% recovery of gold from this ore was
achieved. Due to the Group’s calendar reporting
period, recovery is shown at 60% in 2004 but this
extra recovery at 15% reduces the 2005 recovery
when in reality the number would be in excess of
60% for the continuous period.

The enhancement in heap leach technology

has preserved production costs at last year’s

level despite gold grades in the heap leach ore
being 17% lower than in 2004 (1.8g/t — 2004
versus 1.5g/t — 2005). The enhanced technology
allows economic treatment of grades lower

than originally anticipated which will consequently
allow an increase in the reserve base of the deposit.

The construction of the further heap leach pads at
Pokrovskiy is well underway and it is expected to
produce gold from this year whilst the older pads
are subject to the maintenance programme.
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’LORATION AND
VELOPMENT
CHAK

NT VENTURE

Viadimir A Banin

General Direclor

Omchak Joint Venture

Mr Banin was appointed as General
Director of the joint venture in
November 2003. He is a qualified
geological engineer and is also
qualified in cconomics and management.
Mr Banin has worked in the gold
industry in the Russian North East for
almost 25 years and previously chaired
the Geological Committee of the Vice
Governor of the Magadan Region.

:RATING ASSETS OF THE OMCHAK JOINT VENTURE FULFILLED
RODUCTION TARGETS BUT WERE PARTICULARLY ADVERSELY
ED BY FUEL PRICE INCREASES

ATION AND DEVELOPMENT RESULTS ARE VERY ENCOURAGING

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

Omchak JV

In 2005 ZAO Gold Mining Company Omchak
(the *Omchak JV’) produced 79,000 ounces,
predominantly from its two main assets in the
Magadan region: Shkolnoye underground mine
and Berelekh alluvial deposits. There was an 11%
decrease in production in 2005, subsequently the
Group’s attributable production also decreased
by 10% from 57,000 ounces to 51,600 ounces
following a cash dividend receipt in December,
which reduced PHM’s interest in the JV from
65% back to 50%. The decrease in gold
production was forecast as a result of the
transition of mining to the lower horizon at the
Shkolnoye deposit, where the ore is less rich,
rather than a reduction in ore extraction and
processing. The gold grade in saleable ore is
now 10-15g/t, whereas in 2003-4 zones with
gold grades of over 20g/t were mined.

Nelkobazoloto

The company mined 54,700 tonnes of ore in
2005. Mining has been switched to the lower
horizon and, according to drilling results, there
are 117,0290z of P1 reserves with a gold grade
of 14.2g/t on levels -350m and -650m. In 2005
1,200m of underground drilling was carried out
to provide access to the lower horizon. Gold
production for 2006 is expected to be marginally
over 16,0750z. ‘

Berelekh

OAO Berelekh operates an alluvial mining
enterprise in the Magadan region. During 2005
the company acquired 10 extra Libcher trucks,
in order to reduce operational costs. There are
around 10 tonnes of gold bearing sands with

an average grade of 1.1g/m* available for
open-pit extraction and 312,4730z of C1 and C2
underground reserves with an average gold grade
of 3.86-9.77 g/m* at an average depth of 60m.

A 26 ounce nugget (nuggets are usually between
0.040z and 3220z) was extracted from one of the
washing apparatuses and daily gold production
on one piece of equipment reached ¢.92 ounces
per day. The company plans to extract 57,8710z
of gold through open-pit techniques in 2006.
Due to continuous discoveries of new resources
Berelekh will maintain production for the next
five to six years.

Operating costs

Costs at Omchak have risen in 2005 due to a
significant rise in material and input costs which
have affected the mining industry as a whole.

In addition, with ¢.40% of its costs connected to
fuel and energy due to its alluvial operations, and
significant foreign exchange translation losses,
Omchak has suffered particularly with a 17% rise
in total cash costs in 2005 to US$360/0z (2004 —
US$307/0z) and a 19% rise in total production
costs to US$388/0z (2004 — US$327/0z).
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Summary table of Peter Hambro Mining’s reserves and resources Reserves and resources (000)
z Ore Gold Content

Arca (000 t) (kg) (000 oz) (°000 0z) Reserves =

- 2005 2005 2005 2004 Resources &

“VELOPMENT Orupsummary . °
Cl** 30,729 61,578 1,980 2,098 a
Ci+C2 1,269 11,332 364 445 £
c2 134,678 208,043 6,689 4,933
Total Reserves 166,676 280,953 9,033 7,476 M ~ AY Increase in .
PI* 150,584 301,479 9,693 8442 g 3 O reserves ,
P2 262,270 523,225 16,822 27,617 o~ o MNAY Increase in
P2+P3 810,541 1,361,381 43,769 29,589 O resources ;
P3 648,000 714,000 22,956 4,903 04 05 i
Total Resources 1,871,395 2,900,085 93,240 70,551 i
Total Reserves & Resources 2,038,071 3,181,038 102,273 78,027 !

* It should be remembered that of the P Category Resources, P is always supported
by drilling whereas this is not the necessarily the case for P2 and P3.

** Includes small area of B1 at Tokur deposit. ot

Nicolai Vlasov

Group Chi Geologist * Reserves and resources of the Group reach

|

|

|

Mr Vlasov was in charge of the ﬁ . . . . E W

State Mission that evaluated gold H_ r m_\ﬂ %« H Oc __ ) ' i

* resources in the Russian Far East. ”: m‘ HB@ H O O/\Oﬂn EH Hos o::omm . ﬂ
. As the Group’s Chief Geologist he : !
is responsible for exploration and |

grade control at Pokrovskiy Rudnik |

meimoacon e, o Continued flow of resources to reserves with
substantial drilling and trenching programme
Jay Hambro continuing to find ore zones at targets

Business Development Director . . . . .
Mr Hambro trained in resource finance Q m Q UV\ m _\H ~ Q M_ m o '
at NM Rothschild & Sons, based in M OSﬂH O OOO OBHO” BO 0 H: : i
both London and the US and then .

moved to the investment banking

division of HSBC as a Manager of

meats & Minng coporae e @ (Creation of in-house infrastructure teams

before joining the Group full time in

sy 200% suitable to meet development plans |
Dmitry Chekashkin . . |
: Mt el b * DOUDIING Of Pioneer C2 reserves

and worked as Deputy General
Director of Finance for two lcading
gold mining enterprises in the

Rt o o e o, * Malomir exploration programme confirms
Diector of Matspemen: Compoy and enlarges estimates from previous work

Peter Hambro Mining.

VIRTUQUS CYCLE OF
VALUE CREATION

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005
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(PLORATION AND

“VELOPMENT

OKROVSKIY MINE IS THE CORE OPERATING
" OF THE GROUP. THE EXPANSION TO ONE
ON OUNCES PRODUCTION PER ANNUM IN
NCLUDES FORECAST PRODUCTION FROM
EVELOPMENT AND OPERATION OF THE

KS OF POKROVSKIY

kiy — resources and reserves
Category Ore
(B,CorP) (000t)

iy depqsit

ned ore rescrves Cl 16,947 39,054
de reserves C2 4,337 10,277
es Cl 9,850 9,753
for Pokrovskiy deposit 31,134 59,084
f Pokrovskiy deposit

s in flanks C2 21,892 20,877
ion areas* Pt 30,909 29,855

P2 96,630 202,775
P3 20000 39,000

for flanks of Pokrovskiy 169,431 292,507
- Pokrovskiy area 200,565 351,591
sian reserves 53,026 79,961
;ian resources 147,539 271,630

d be remembered that of the P Category Resources, P1 is atways

Gold content
(kg) (’0000z)

1,256
330
314

1,900

671
960
6,519
1,254
9,404
11,304

2,571
8,733

1 by drilting whereas this is not the necessarily the case for P2 and P3.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

* New reserves found within, beside,
and below the current Pokrovka-1 pit

* Major fanglomerate-hosted resource
discovered in Pokroevka-2 area, to be
explored in 2006

* Gold mineralisation confirmed in areas
predicted by the earlier 3D geochemical
modelling study

2005 work

9,000 metres of drilling completed on the
Pokrovskiy deposit, 11,400m on the flanks, and
19,000m* of trenching on the flanks. Emphasis
has been placed on expansion of the open pit
reserves at Pokrovka-1, and exploration of the
recently identified fanglomerate deposit in the
Pokrovka-2 area, discussed in more detail below.

Results/Conclusions

Detailed exploration within and adjacent to the
Pokrovka-1 pit has proved extensions of the ore
bodies, with potential for pit expansion to the East
to exploit an ore bridge between the Glavnoye and
Ozernoye ore bodies. Within the pit, an additional
30,0000z of gold reserves have been proved and
already mined. There is now also drill hole
evidence for a high-grade extension of the
Glavnoye ore body, at grades of 6g/t down to the
120m level (200m below surface). The currently
approved ultimate pit depth is the 190m level.

On the Pokrovskiy flanks, the most significant
activity has been the exploration of a major new
ore zone within the Pokrovka-2 area. This is an
entirely different type of deposit. A very large

mapped deposit of fanglomerate (unsorted

flood sediments) of late Cretaceous age

extends from Pokrovka-2 over a wide area

South Eastwards. It has been explored within
Pokrovka-2 sufficiently to identify 220,000
ounces of gold reserves (C2 category) at 0.8g/t
to a depth of 60m, and a further 831,000 ounces
of gold in P1+P2 resource category. Although
low-grade, it is easily enriched by washing away
the fine matrix, as most of the gold is contained
within coarse fragments of the primary ore body.
The present reserve and resource estimates

are based on exploration of only a portion of the
mapped outcrop area (4km?) of the fanglomerate,
so the total is expected to be greater, extending
from Pokrovka-2 South Westwards to the
Nadvigovy area.

Exploration also continues in other areas. Notably
drill holes and trenches along the Sergeevsky
fault (North East of Pokrovka-1) at locations
indicated by the 3D geochemical model have
identified significant mineralisation. This data
further validates the geochemical modelling
method and identifies areas for more intensive
exploration in 2006.

2006 onwards

The Pokrovka-2 fanglomerate is to be intensively
explored by drilling, and beneficiation studies

will be continued on bulk samples. If gold
mineralisation is established throughout these
fanglomerates, the resource will be comparable
with the entire resource of the Pokrovskiy deposit.
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(PLORATION AND
VELOPMENT

IONEER DEPOSIT IS C.30KM FROM THE EXISTING
ATIONS AT POKROVSKIY. THE DEPOSIT APPEARS
)ST A LARGE ORE BODY WITH HIGH GROWTH
"OLUMNS AT REGULAR INTERVALS

3EGAN EXPLORING THE DEPOSIT IN 2001 AND

TS TO BEGIN COMMERCIAL PRODUCTION
NG 2007

— reserves and resources

Category Ore Gold content
(B,CorP) (000t (kg) ("0000z)

deposit
it, Promezhutochnaya, C2 69,073 96,137 3,091
hnaya (cont.)* Pl 14,810 23,260 748
cploration arcas* P1 1,340 4,550 146
P2 111,640 194,450 6,252
¢ Pioneer area 196,863 318,397 10,237
sian reserves 69,073 96,137 3,091
sian resources 127,790 222,260 7,146

Id be remembered that of the P Category Resources, P1 is always
d by drilling whereas this is not the necessarily the case for P2 and P3.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

* Two pilot-scale open pits are now operating,
on the first two ore columns discovered

¢ Further ore columns found, currently
undergoing detailed delineation exploration

¢ Gold ore bodies discovered on Zapadnaya
and Zvezdochka zones; to be explored in
detail in 2006

2005 work

116m’ of trenching and 19,400m of deep drilling
were done in 2005, and with commissioning

of the laboratories, the outstanding backlog

of assays from 2004 and all assays from 2005
were completed.

Two pilot-scale open pits are now operating,

on the Apophysis 1 ore column in the Bakhmut
zone, and on the ore column at the North East
end of Promezhutochnaya zone. The first has
reached 30m depth in high-grade ore, the second
is still at the pre-stripping stage.

Results/Conclusions

Exploration in 2005 has proved a number of
additional ore columns similar to Apophysis 1
and the ore column at the North East end of
Promezhutochnaya zone. There is a second ore
column on Promezhutochnaya zone, which is
being delineated on a 20m x 20m drilling grid.
The oxide zone here extends to 40m depth.

The primary ore contains 5-10% sulphides, but
gold is predominantly associated with the quartz.

On the three main ore zones (Bakhmut,
Promezhutochnaya, and Yuzhnaya) 2005
exploration drilling and trenching, and
completion of all outstanding assays, has allowed
the conversion of most of the P1+P2 resources to
C2 reserves: in 2005 there were 50.5mt P2+P1
and 30.3mt C2. Now the C2 reserves have more
than doubled to 69.1mt, and P1 resources are
14.8mt of ore; none remain in the P2 category.

In Yuzhnaya zone, the existence of an ore
column at the Northern end (explored intensively
in 2004-5) has now been proven and there is
evidence of a second ore column 800m to the
South. It has been intersected in two trenches
and 10 drill holes.

With commissioning of the new laboratory
facilities, the assay backlog has now been
cleared, and positive results obtained for

a number of the Pioneer satellite zones.

In two of these particularly significant gold
mineralisation has been found: in Zapadnaya
zone, three trenches and one dnll hole have
intersected up to 3m thickness at 10g/t.

The Zvezdochka zone is intersected in 11
trenches and there are believed to be a number
of ‘en echelon” high-grade ore bodies (assays
up to 22g/t), one of which is at least 120m long,
identified in 6 trenches.
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(PLORATION AND
“VELOPMENT

VAS SUCCESSFUL IN THE STATE AUCTION OF
IALOMIR DEPOSIT IN FEBRUARY 2005. TO DATE
ROUP HAS CARRIED OUT A SUBSTANTIAL

ING AND TRENCHING PROGRAMME, AS WELL AS
TRUCTING A LARGE EXPLORATION AND MINING
AND NEARING COMPLETION OF AN ALL-YEAR
TO SITE

r - reserves and resources
Category Ore Gold content
(B,CorP) (°000t) (kg) (°0000z)
- deposiband flanks
) C2 23,550 47,500 1,527
Pl 65,300 132,800 4,270

ton arcas P2+P3 456,000 384,800 12,372
- Malomir arcas 544,850 565,100 18,168
Sian reserves 23,550 47,500 1,527
slan resources 521,300 517,600 16,641

d be remembered that of the P Category Resources, P1 is always
d by drilling whereas this is not the necessarily the case for P2 and P3.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

¢ Confirmation drilling in Diagonal zone
central area indicates 20% higher reserves
than anticipated — previous estimates for this
480m-long section were 12.4mt ore at 1.68g/t
(21t gold), new estimates for the same section
are 16.2mt ore at 1.72g/t (27.85t gold)

¢ Thick high-grade ore-column identified at
North East end of Diagonal zone

* Major new heap-leachable resource
identified in the Quarizite zone: potentially
9,650,000 ounces gold resource
(C2+P1+P2+P3)

General Description
The mining licence area covers two major gold
deposits of contrasting geology and ore type:

» The Diagonal zone, to the South of the
East-West Malomir fault, consists of a low
angle thrust belt within a Lower Paleozoic
black shale sequence. Gold mineralisation is
hosted by quartz veins and stockworks and is
also disseminated in crush zones above the
basal Diagonal thrust (of South-West North-
East strike, and dipping 20-30 degrees to the
North West), with associated pyrite and
arsenopyrite.

* The Quartzite zone consists of gold
dissemination throughout the mass of a
series of chemically altered (beresitised)
granitoid intrusions in hills to the North of
the Malomir fault.

2005 work

A fully equipped exploration camp is now set up
at Malomir, and a permanent mine access to the
main regional road and power line are nearing the
end of construction.

Exploration trenching (197,000m®) and dnlling
(2,632m) during 2005 concentrated on
confirmation and extension of reserves on the
Diagonal zone. So far a central area 480 metres
along strike has been re-evaluated.

The Tokur laboratory is now entirely committed
to assaying Malomir samples.

Results/Conclusions

Not only are previous estimates confirmed,

but both grade and tonnage are higher than
anticipated, with a 20% increase in contained
gold in one 480m-long section of the Diagonal
zone: previous estimates for this section were
12.4 million tonnes ore at 1.68g/t (contained gold
675,000 ounces) at 1g/t cut-off, with the new
figures being 16.2 million tonnes ore at 1.72g/t
(900,000 ounces gold) at 0.8g/t cut-off.

With a reduction in cut-off grade to 0.6g/t it has
been found that the separate branches of the
Diagonal zone can be aggregated into a single
very thick ore body.
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(PLORATION AND
“VELOPMENT

AMAL ASSETS ARE LOCATED IN THE
IC CIRCLE WITHIN THE YAMALANENETSKY
NOMOUS REGION

RIMARY ASSETS ARE THE NOVOGODNEE
‘0 AND PETROPAVLOSKOYE DEPOSITS

JWNSA NUMBER OF EARLY STAGE GOLD,
METALLIC AND BASE METAL DEPOSITS

oloto — reserves and resources

Category Ore Gold content
(B,CorP) (°000t) (kg) ("0000z)

Inee Monto C1+C2 1,235 10,500 338
Pl 2,210 9,320 300

loskoye* Cc2 7,529 12,804 412

P1 11,471 32,196 1035
f Petropavloskoye and

Inee Monto P2 23,000 54,000 1736
l-Khanmeishorskoye area P2 28,000 57,000 1,833
- OAO YamalZoloto area 73,445 175,820 5,653
sian reserves 8,764 23,304 749
sian resources 64,681 152,516 4,903
aptayega area P3 600,000 600,000 19,290
nskaya arca P2+P3 15,000 30,000 965
- Gorki area P3 15,000 30,000 965
e* P1 6,600 3,300 106

P2+P3 40,000 20,000 643
"YGK 676,600 683,300 21,969
sian reserves - - -
sian resources 676,600 683,300 21,969

d be remembered that of the P Category Resources, P1 is always
d by drilling whereas this is not the necessarily the case for P2 and P3.

AMBRQ MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

* Novogodnee Monto: advanced preparations are
underway for the start of mining operations;
meanwhile, exploration continues to extend the
gold reserves on the South of the deposit. SRK
(April 2006) opinion that “the licence area
represents a high quality exploration asset”
with a potential resource of 5 million ounces

* Petropavloskoye: intensive exploration has
established this as a major deposit in its
own right

* YGK: significant portfolio of green/brownfield
exploration assets

NOVOGODNEE MONTO

2005 work

Drilling in 2005 on Novogodnee Monto and
Petropavloskoye deposits included 41,000m deep
drill holes to complete the evaluation of the
Novogodnee deposit and to delineate the central
portion of the Petropavioskoye deposit, plus
13,700m® of trenching within the licence area.

Results/Conclusions

Work is currently being completed on approvals
for mining the main deposit (massive magnetite
skarn with layers of gold-bearing sulphides) as a
polymetallic operation for gold, iron, and cobalt.
Current gold reserves and resources are 340,000
ounces (C1+C2) and 300,000 ounces (P1).

A report by SRK (UK) Limited, a well known
UK based mining engineering consultancy, dated
April 2006, examining the Novogodnee Monto
deposit and the exploration areas of the Toupugol-
Khanmeishorsky licence expresses confidence
that the licence areas represent a high quality

exploration asset with significant potential to host
a resource of approximately five million ounces
of gold.

2006 onwards

Immediately to the South of Novogodnee
Monto, the Karachintsevo area contains gold
grades of 3-5g/t and exploration is continuing
in 2006 to delineate this deposit. Work on a
feasibility study continues.

PETROPAVLOSKOYE

This is West of Novogodnee Monto and parallel to
it, with North-South orientation, and lies within the
Zapadnaya exploration area.

2005 work

Extensive drilling in 2005 was carried out to
delineate the central portion of the deposit as well as
to establish its Northerly and Southerly continuations.

Results/Conclusions

Unlike Novogodnee Monto, this is a gold-bearing
quartz stockwork deposit 50-120m thick, with a
central quartz ‘leader’ vein 1-4m thick with grades
from 6-70g/t, now found to be continuous along
strike of 500m and to a depth of at least 200m in
eight drill hole intersections. Beyond the 550m
zone explored in detail, mineralisation has been
established to continue for a further 1,500m
Northwards and Southwards for a further 850m.
P1 category estimates for the central zone of
800,000 ounces contained gold and for the
extensions of 320,000 ounces each, totalling
1,450,000 ounces contained gold (C2+P1 category)
for the entire Petropavioskoye deposit.
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(PLORATION AND
"VELOPMENT

SSETS THAT MAKE UP THE AMUR NORTH EAST
ALONG WITH MALOMIR AS DISCUSSED ABOVE)
ELIEVED TO BE PART OF A MAJOR NEW GOLD BELT

THER ASSETS WITHIN PHM’S PORTFOLIO RANGE
EARLY STAGE GOLD EXPLORATION DEPOSITS

ERATING JOINT VENTURES AND GROUP SERVICE
ANIES CARRYING OUT EXTERNAL CONTRACTING

‘orth East belt — reserves and resources

posit
ein mincralisation

kings and stockpiles
¢ fault

nes
- Tokur area
ovskoye deposit
ovskoye and
minskoye

L J

- Voroshilovskoye area
ca

* Albin area
roup deposits

* Amur North East beh &

oup deposits
sian rescrves
1an resources

Category
(B, CorP)

B

Cl

C2

C2

Cl1

C2
P1*
P2+P3
P2+P3

Cl+C2
PI*
P2+P3

Pl
P2+P3

Ore

(°000t)

63

351
414
737
3,518
7,053
13,840
67,032
205,109
298,117

34

594
20,000
20,628
2,960
5,100
8,060
93
550
3,000
2,300
13,000

345,748
12,263
333,485

Gold content

(kg) (*0000z)

636
4,262
4,898
1,252
7,873

13,778
41,038
197,711
599,600
871,048

832
2,970
100,000
103,802
19,490
17,570
37,060
520
2,700
15,000
11,700
45,000

1,086,830
34,051
1,052,779

d be remembered that of the P Category Resources, P1 is always
d by drilling whereas this is not the necessarily the case for P2 and P3.

20
137
157

40
253
443

1,319
6,357
19,278
28,005

27

95
3,215
3,337
627
565
1,192
17
87
482
376
1,447

34,942
1,095
33,848

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

¢ Tokur reserves confirmed and increased,
and exploration continuing between the old
Tokur mine and the Innokentevskiy deposit,
by manual trenching

* Voroshilovskoye and Verkhneminskoye

reserves confirmed in detailed exploration in

2005. New knowledge of ore shoot geometry
to be used to scek similar ore shoots in
parallel areas of geophysical anomalies to
the North

* New licence area Albin includes a major
mineralised zone on which intensive
exploration is starting in 2006

* Group service companies growing and
carrying out external contracting to train
for delivery of million ounce target

Tokur

2005 work

Preliminary geological exploration of the
Glavnaya ore zone has been completed over
its entire length (6.0km).

Exploration trenches (37,000m*) and drill holes
(1,592m) have confirmed and extended the
previous reserves estimates in the central

Tokur and Innokentevskaye deposit areas.

The ruggedness of the terrain between the

Tokur and Innokentevskiy areas prevented

either mechanical trenching or the use of drilling
rigs, and the bulldozer and rig have temporarily
been removed to Malomir.

Results/Conclusions

It has been established that economic
mineralisation within this zone is concentrated
in ore-columns associated with gold-bearing
quartz veins. The longest such section (1.5km)
is located at the Tokur deposit itself. It has a
typical gold grade of 2.2g/t over a thickness of
8.5m. At depth the grade gradually increases
and at 150m is 3.6g/t over 5m.

At the Tokur mine, reserves remain in the
previously worked quartz veins above the
Glavniy fault, and higher grades than expected
(up to 11g/t) were found at the fault itself,
Total reserves at the Tokur mine itself are now
estimated at 1,350,000 ounces contained gold,
of which 100,000 ounces are in the uppermost
50m and accessible to open pit extraction.

2006 onwards

Despite the difficulty of mechanical access, an
active 2006 exploration programme in this area
will be pursued by manual trenching, of which
100,000m’ is planned, and subsequently by
oblique drill holes from fiatter areas around the
Tokur and Innokentevskiy deposits, including
the access roads themselves.
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JRPORATE
ND SOCIAL
SPONSIBILITY
ATEMENT

oxocvm>m>z>od<m§omw>22m . ..
)TED TO MAINTAINING, MONITORING * CSR designated as key priority
PLANNING THE GROUP’S CORPORATE for Board of Directors, Senior

CIAL RESPONSIBILITY (“CSR” .
(SR Management and Operations Management

 Continued aim of operating to
World Bank standards

» Ongoing collaboration with
[FC to continue development in
CSR programme and activities

» Awarded Queen’s Award for Enterprise

AMBRO*MINING PLC ANNUAL REPORT AND ACCOUNTS 2005
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DRATE AND SOCIAL
NSIBILITY
INUED

Tonitoring

nt monitoring is conducted to ascertain
isting standards are met and to ensure

Ith and safety of employees as well as
tection of the local environment. The

ny has a special laboratory which is

1 conjunction with facilities belonging
petent authorities and independent
ations, to examine and control the impact
ssions. The Pokrovskiy plant is equipped
nsors for prussic acid and the quality of
dering the sanitary zone is tested at least
1y with the work areas, heap leaching plots
ling dumps being examined once a month.

responsibilities

rectors believe the most valuable asset
Group is the workforce. The maintenance
asset is thus imperative and the Group
appropriate human resources department.
ympany provides its staff with good
nodation while they are on duty, with:
1ality meals from the Group’s canteen;
leisure areas, equipped with televisions
ibrary;.a bath house; a laundry house;
stantial sports facilities. The Group

les to strictly adhere to the Russian legal
ments regarding salaries, working hours,
and various social schemes, including, in
ases, medical care and pensions. The mine

staff undergo annual health screens and regular
check-ups and work for 15 days, followed by an
equal period of rest. Employees receive education
at the technical high schools in the Amur Region
and those with higher education train at Tomsk
Polytechnic University to receive their diplomas.

Returning value to the local community
Social issues in the local community remain

at the forefront of the Group’s concerns and
therefore continual efforts are made to support
local institutions. In 2005 over 11 million
Russian roubles were donated to organisations
in the area, including schools, hospitals and
theatres. The school in Tynda, built by Peter
Hambro Mining PLC in 2003 receives regular
assistance and at the end of 2005 a considerable
charitable donation was given to an orphanage in
the same town. Cultural programs are organised
by the Company to include the general public
and encourage successful interaction within the
district. The Group’s key priority of returning
value to the community however can be most
easily demonstrated by the high proportion of
workers employed from the surrounding area.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

International Finance Corporation

The International Finance Corporation (IFC) is
the private sector arm of The World Bank Group.
The IFC is a substantial equity investor in Peter
Hambro Mining PLC. The IFC is a large provider
of private sector project finance across the
developing world, with a significant involvement
in Russia across all sectors and helps clients
improve social and environmental sustainability.
The IFC has provided this environmental,

social development and insurance expertise

to PHM as part of their equity investment

in the Group. PHM has, since its inception,

had a stated ambition to operate to World

Bank Group policies and guidelines on

social and environmental sustainability.

The IFC’s equity investment followed a

detailed audit of the main operating assets of
the Group which is now subject to an annual
review and regular supervision by IFC.

1. Employee canteen at Pioneer .
2. Employee camp at Pokrovskiy mine

THE QUEEN'S AWARDS
FOR ENTERPRISE
2006

The Queen’s Awards for Enterprise 2006

We are delighted that Peter Hambro Mining PLC
has been granted the Queen’s Award for
Enterprise for the years 2006 to 2011 due to the
Company’s outstanding success in international
trade. It is one of the UK’ most prestigious
awards acknowledging business achievement and
has been granted to the Company for increasing
overseas revenue more than threefold to £45
million in three years. Queen’s Awards are only
granted to enterprises that maintain the highest
standards of propriety and conduct their business
in a responsible manner.
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NANCIAL
“VIEW

URES ON OPERATING COSTS, SUCH AS WAGE
TION, FUEL, ELECTRICITY AND PLANT
UMABLES RESULTED IN LOWER MARGINS.

AW THE START OF A SUBSTANTIAL EXPANSION
RAMME REQUIRING NEW INVESTMENT IN

[ING AND MANNING FOR THE DEVELOPMENT
\[LOMIR, PIONEER AND POKROVSKIY.

RS AND REFURBISHMENT OF EQUIPMENT
RALLY DESTINED FOR THE NEW PROJECTS WAS
A MAJOR EXPENSE ITEM. THE EXPENSING OF

; TTEMS CONTRIBUTED TO THE YEAR-ON-YEAR
ITURN IN EARNINGS PER SHARE.

i NEGATIVE EFFECTS ARE, AT PRESENT, BALANCED
E IMPROVEMENT IN THE ROUBLE PRICE OF GOLD
3Y ECONOMIES OF SCALE.

OMPANY’S BALANCE SHEET GREW AND REMAINS
PLACED TO FUND THE EXPANSION PROGRAMME.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

Financial Highlights

Turnover: Group and share of joint ventures
Operating profit

Pre tax profit

Profit retained for the year

Net cash inflow from operating activities
Net Cash pre leasing/sale&lease back
Shareholders’ funds

Earnings per ordinary share (US$)

Turnover

Turnover of the Group together with its share in
joint ventures increased by 34% compared with
last year.

Gold production of the Group rose by 19%
in the year 2005 and reached 249,000 ounces
(2004 — 209,000 ounces).

The average sales price realised was US$442/0z
(2004 — US$405/0z). We continue our policy of
not hedging the price of gold or holding stocks
and therefore the price obtained reflects the open
market price at the time of sale. The Group has
a policy of selling gold to a number of domestic
and international banks to achieve the best price
available. The continuing rise of gold price in
both dollar and rouble terms contributed
additional profitability to the Group.

PHM is one of three Russian gold producers

to hold a gold export licence. We currently
export gold to two international banks who take
receipt in Switzerland. The export licence provides
our treasury department with better gold price
terms and currency rates than received from
Russian domestic banks. The licence is also

a pre-requisite for receiving international

debt finance.

Year to Year to Year to
31 December 31 December 31 December
2005 2004 2003
USs$000 Us$’000 US$'000
114,579 85,502 54,260
17,490 22,703 13,795
20,031 24,304 16,257
13,255 15318 10,383
15,719 20,532 11,785
10.4 21.7 (16.5)
239,925 200,134 115,633
0.17 0.22 0.18

Results of Operations and Cash cost analysis
Profits after tax and minority interests for 2005 were
US$13.3 million (2004 — US$15.3 million), which
represents earnings per share of US$0.17/share
(2004 — US$0.22/share). In 2005 the Group
experienced rising material and input costs at
Pokrovskiy mine and these factors together with
expansion programme connected with new projects
resulted in somewhat lower than expected
profitability and earnings per share.

Nevertheless the Group has actively implemented
cost optimisation programmes and, as a result of
tight internal cost control, the 2005 Gold Institute
Standard (“GIS”) Cash Operating Cost for
Pokrovskiy is US$125/0z — a rise of only 17%
compared to 2004.

The largest difference year-on-year relates to
non-project costs within Russia. The main part
of this relates to the operating expenses of the
Group’s construction and development tecams
which, within the Group’s cash flow, are offset
by their appropriate revenue line.

Currency Movements

During the year the rouble continued its
appreciation against the dollar. The exchange
rates moved from RUR27.75 per US$1 at

31 December 2004 to RUR28.78 at the year end.
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! DIRECTORS’ REPORT

_TORS

".P. Hambro

el A. Maslovsky
Hambro

P. Maslovsky

7 Maruta ACCA
folph Agnew*
[i1l-Wood*

W. Leatham*

ya Samokhvalova was appointed by the Board as an Executive Director on 20 October 2005
ecutive _w:‘mﬁo_‘

ETARY AND REGISTERED OFFICE

May 2005 Philip W. Leatham ceased to be the Secretary of the Company and on the same day
Larolina Subczynska-Samberger was appointed by the Board as the Secretary of the Company.
lay 2006 Heather Williams was appointed by the Board as the joint Secretary of the Company.

gistered Office of the Company remains at 11 Grosvenor Place, London SW1X 7HH.

rectors present their report and the audited financial statements for the year ended
ember 2005.

LW OF ACTIVITIES AND FUTURE DEVELOPMENT
oup’s principal activities during the year were:

oration, mining of gold and the development of facilities at Pokrovskiy Rudnik.

lisitions, exploration and development of reserves at Pokrovskiy and Pioneer, Malomir and
r north-east belt, YamalZoloto/YGK and portfolio assets.

uation of potential acquisition and joint venture opportunities in gold mining in Russia.

oup issued US$140,000,000 7.125% convertible bonds in August 2005.

ectors report a consolidated profit for the period of US$13,255,000 (2004 — profit of US$15,318,000).
dend has been recommended and the profit for the period has been transferred to reserves.

or future developments are included in the statements of the Chairman and Deputy Chairman.

lance sheet events have been disclosed in Note 39.
-

“TORS’ INTERESTS
erests of the Directors in the share capital of the Company at the beginning and end of the year
s follows:

Hambro, Alexei P. Maslovsky, Andrey Maruta, Alfiya Samokhvalova — no interest as at
ember 2005 or | January 2005.

[ill-Wood — owned 0.02% of the Company or 20,000 ordinary shares as at 31 December 2005
ary 2005 — 0.02% of the Company or 20,000 ordinary shares).

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

Sir Rudolph Agnew — owned 0.01% of the Company or 7,500 ordinary shares as at 31 December 2005
(1 January 2005 — 0.01% of the Company or 7,500 ordinary shares).

Dr Pavel A. Maslovsky — owned directly and beneficially 23.49% of the Company or 18,545,822
ordinary shares as at 31 December 2005. As at | January 2005, Dr Pavel A. Maslovsky owned directly
and beneficially 26.82% of the Company or 19,844,524 ordinary shares.

Peter C.P. Hambro — owned beneficially 6.64% of the Company or 5,241,099 ordinary shares as at
31 December 2005. As at 1 January 2005, Peter C.P. Hambro owned beneficially 8.84% of the
Company or 6,539,800 ordinary shares.

Philip W. Leatham — owned 0.32% of the Company or 250,000 ordinary shares as at 31 December 2005
and no interest as at 1 January 2005.

SUBSTANTIAL SHAREHOLDERS
The Directors have been notified of the following substantial shareholders as at 31 December 2005:

Name Amount of shares % of issued share capital
Dr Pavel A. Maslovsky and associates 18,545,822 23.49%
Merrill Lynch & Co 8,268,794 10.47%
Eastbourne Capital Management LLC 5,697,557 7.22%
of which Black Bear Offshore Master Fund L.P. 3,783,500 4.79%
Peter C.P. Hambro and associates 5,241,099 6.64% -
Landsdowne Partners Ltd 4,772,342 6.04%
Viscaria Investments Lid* 3,717,727 4.71%

*Excluding shares held beneficially by Pavel A. Maslovsky

CORPORATE GOVERNANCE

The Directors are aware of the Combined Code applicable to listed companies. As a Company whose
shares are traded on AIM, the Company is not required to comply with the Combined Code but all
Directors intend to comply with its main provisions as far as is practicable having regard to the size
of the Group.

BOARD STRUCTURE AND ITS COMMITTEES :
At 31 December 2005 the Board comprised six Executive Directors, including the Chairman and .

Deputy Chairman, and three Non-Executive Directors. Alfiya Samokhvalova was appointed by the

Board as an Executive Director on 20 October 2005. The Board meets quarterly throughout the year

and holds ad hoc meetings as issues arise which require Board attention.

Biographies of the Directors are set out on page 29 of this annual report.

The Chairman, Peter Hambro, conducts Board and shareholder meetings and ensures that all Directors -
are properly briefed. The Directors are responsible for formulating, reviewing and approving the
Group’s strategy, budgets, major items of capital expenditure and senior personnel appointments.

The Directors have access to independent professional advice at the Company’s expense and to the
Company Secretary and receive appropriate training where necessary.



-

INTN OJgINVH dd.L3d $00T SLNNOJDV ANV LIOddd TVIINNY

‘suonesado s, dnoiny ayy a8eurw 03 douduadxa pue

DjS AIESSI00U Y3 )M $103931I(] UIRIDE pue djeanow “peine o) paudisop st Lorjod uonesounwal oy |,
"DAOQE PI|IEIOP DIB DU JO SULID) SY) PUE DI IUIIO)) UOHBISUNWSY 2Yj JO uonisodwos ay |,
ADITOd NOLLVHANNIWIA

"UONEBIUNWAY S1010211(] 03 Sune[ol 90ueuIdA0S

pood jo sajduud ayy 03 payrunwod st Auedwo)) ay1 ‘dnoiny oy jo azis oy 03 paedar Suraey
a1qeondeid si se Jej se 9po)) pauiqueo)) ay) Jo suotsiaold urew ay) Yim Suikjdwods 0) uomippe uf
NOILLVHYAINNINTY

(o 1:00Z$SN - $007)
%07 JO ISBAIDUT UL “UOI[[IW 6 6ET$SN 1M Pud 183K 2Y) J& SPUtY SIOP[OY2IBYS [BI0L, »
(uoyiw £'G1$SMN — $0OT) UOHIIW €'E1$S] 1M GOOT 10) SIS KJLIOUT PUE XE} IDYJE 1JoId
*S00T Ul ZO/ZHH$SN O 00T UL ZO/SOH$SN wioy pasearout doud sajes piod pasijear oferoAy
(zo/L°7E1$SN — $00T)
Z0/{£°8S1$SN JO yead e payoeal pue o8] A[uo Aq dn s 150y yse)) [e10], pIepue)S AMNSU[ pjon .
183K jeIduRuY 6007 AUl Sulmp ¢,6] Aq pasealour sey uononpoid pjod sqeInquny .
"$00Z ut portad
awes Yy ynm pasedwod o,p¢ Aq paseasdul sey o0z 1quIada( [ ¢ pOpuo 18dk ay) JoJ JoAouiny, o

, “mko:&mm
PasLIBLIWINS 9q UBD SISA[BUE SIYJ, ‘MIIAY [e1ousuL] oy} ut pue Hoday] oy Jo | oFed woiy [rejap wr
sA[eue 6. (S[J3) SI01BIIPU] SOULWLIOJIS] A9 2y IsuieSe painseawr si douewtopsad s Auedwo) ayy
SYOLVOIANT HDNVINHOLYAd AWM

‘sjuawatess [eroueuy oy Suuedard wt siseq uraouod Juod

- 1dope 01 anUNUOD §1012211(] Y “UOSEAI SIY) 10, "2ININY J[qLISII0J O J0J 20UNSIXD [euonerado ur
WIIUOD 0] $301n0sdu djenbape sey dnoin) ayi Jey) paysnes are s103odl Sy ‘saunbud Surjew 101y
NYIONOD ONIOD

‘suonenjony Asuaind pue uonexe) Surpnjour ‘stsks [edoy pue jeonijod

ISSNY A} JO SANUIBLIIIUN YIIM P)IIUUOD SYSH SE [[om e ‘[ouuosidad Auedwio)) A3y ay) jo asntodxa
3Y) UO dDURI[DI ‘SI[QRIINSUOI PUE S[BLIAJEW MBI 91} JO uoneyul 2oud ‘so2In0sal pue SaAIISAI 3Y) JO
1qRIA “JoyIeW P[od o) JO A1f[nejoA i 01 June[ds ssoyy e Auedwoy) ay) Suioey sysu jediound sy,
SHILNIVLIADNA ANV SMSI

*SSO[ 10 JUSWIDIBISSIW

LID1eW JSUiETe S0URINSSE 9NJOSQE J0U pue d]qeuoseal apiaold Ajuo ued wsAs [01uod [euUIdNUI Oy L
eq Suiofuo ue uo pamaiadl dIe JuowdTeurw Ysu pue sianew dueidwos pue feuonelado ‘[eroueuy
“BI[R 1)UL OPNIIUT YI1Ym S2INPId0Id YT, "SSOUIANIYI $)1 TUIMIIAIL J0J pUB S[ONUOD [EUINUI JO
wdIsAs s, dnosn oy Suuieyuiews pue Jurysiqelsa 10§ a[qisuodsal sy 11 jeyy saSpapmouydr pieog ay],
STOULNOD TYNHALNI

‘dnoin ay) Inoqe uoneuLIojul Jo aFuel Spim e sureuod pue paepdn
([HEIN331 S YoIym Wod oIquuieyJolod mmm 18 1oUIoJUT 9Y) UO 31Isqam & suteiutew osje Auedwo)) ayj,

‘ssasgoud s dnoin oy ynoqe paurIojul SI0JSIAUL

daay pue sjuourdo[oAap SnoLIeA 0) UCTIR[AI UT AJEP Ja3YS IDUEB[E] YY) J9UIS pue Jeak ay) noysnoay;
panssi usaq os[e Ay Sasedjos ssaid pue sienoad Auedwo)) IeaA oYy oyInony siskjeue pue $10359AuUl
01 yeads Apre[nSai s1o1oan(g oy, ‘sisA[eue pue siaproyaseys sj ‘dnoin ay udam)dq Lsuaiedsuen jo
[9A3] 9iqissod winwixew Y3 2nSud 0} St ol ISOYM SUONBIIUNIILIOY) [BUINXY JO 101IDI(] JANNISXT ue
sey dnouny ayy, "s1010a1q 3y Aq yuepodunt aq 03 PaIAPISUOD JIE SIOP[OYIIRYS YILM SUOTIEIIUNWILLO))
SYHAA'TOHAYVHS HLIM SNOLLVTAY

*SI0PNE [EUINXD ) pue 51019311 Auedwo?) 1910 AQ papuome os[e a1om STUNIIP 2INNMUUIEY) NPHY (],

[ I 2P IWOY) UOTIRISUNWY
14 14 FONIWOY) NpRy
- € Bunodw 2)31UNU0)) pieog
9 0l Junaow preog

papudne Ay PIoy sBunaaw Jo JoquinN Bunasw jo ad4),

SONLLAAN FALLINIOD ANV A4 VOd A0 ADNANOAUA

*UOTIRISUNWIAT UMO 1Y) SUIUIIIU0D D)IUILIOD ) JO SUOISIOIP 10 SUOISSNOSIP

ur gedonied o) pantuuad jou are dnoany 9y Jo 510193417 “Sed401dWwd 01 SaNSSI dUBYS JO UOTILIO[[®

a3 Suipnjour ‘saanuasul dakopdurd Fuiuidaouod pieog ) 01 SUONEPUSUNIIOID] SIHBUWI OS[E U0
uoreunway oYy I ‘dnoin) sy jo souewosdad Y pue SIOPIOYIRYS Y JO $ISAUL 2y 03 predar anp
YHM SHUDWITE 901A19S 11AY) JO SISEq ) UO UOHBIIUNWIAI JI9Y) JO INJINIIS PUR J[LIS aY) S)9S pue
SI0J0211(] SANNDIXY Y} JO dOULWIOJIad JYI SMIIAL I[ "EP JeY) 1@ pajuiodde sem weyied difiyd pue
$00Z 12quiada(] | uo paudisar AsAojselN [aard "urepea] dijiyd pue poop-jjiH 1919J ‘uBwiiey) se
moudy ydjopny 11§ sasudwod ARUd1IND pue PIYSIQRISS UG SBY IO UONRISUNNY Y
FALLININOD NOLLVYANNINTA

"SUIDISAS [O1JUO0D [BUIMUT PUE SJUNOIOE 2y} 0} SUNB[aI SI0)Ipne 2yl wolj s)odal ay) SMIIAdI pue sIo)ipne
Y yum saster] 3[ "pasoyiuow pue uo pajrodas Axodoad st dnoin oy jo soueunioyiad [eroueuy oy ey
Suunsua 10§ d[qisuodsal s1 pue 1ed e 9011 1SBI] 1B s)aau J] “weyied] dijiyg pue ‘mousy ydjopny ng
‘ueLIiey)) se POOM -i[tH 1919d SsUAdwIod A[JuUaind pue paysi|qeIsd uaaq Sey JBIWI0D) PNy Uy
JILLINIWOD L1dnv

‘Kuedwio) ays jJo

M1 pasanajun pue juspuadopur ue 9p1aoid o) WAL SMO[[E SIFqUIdW pIeog 13410 10 SIIpjoyaleys s
‘Auedwo) ay) ypm sdiysuorie[ol 9jqeasojosip Aue aaey Jou Auedwoy) ay) ur s)s21)ul [erueISqns
PIOY Jou op A3y} JB1j} JOB) JY) PUB SINJUIA SSIUISNQ JOYIO Ul JUAWAA[OAUI 12 ] Auedwio) o) 01
20uaLdX? JO YI[edM B 2INQIIIUCD PUR PIOM SSIUISNG Y] UT PIYSI[QRISI-[|am Ie POOM -||TH 119d
pue weyiea] dijiyd ‘moudy ydjopny 1S ‘51010011 9ANNOIXH-UON Juspuadopur s Auedwo)) ag |,

"mo[aq papiaord

Q1€ YOTYM JO S[IBIOP ‘SOONTURLIO)) UOHEIAUNWIRY puR Npny paysiqesd sey Auedwo) ay | -judsad je
areudoidde sanuwo)) uoneuIWION B YSI[GRISD 0] UOITEPUSWILIOIIT IPO)) PIUIGUIO,) AL} ISPISUOD 10U
op s1opaii( A ‘Auedwio) ay Jo JZIS YY) JO MITA U] 'S0 2UN{ [Z uo JuldIA [BIAUID [enuuy 1S8|
Jy3 je pajutodde-a1 a1om pue paIndl ANSAO[SBA [9ABd pue oiquieH Ae[ ‘1) ‘euuey Aaapuy 3[qiSio Ju
UOTJID}3-21 JOJ SPAJSWIOL) JAJO Ued A2Y) Usym S183K 2213 AIDAD 1SBI] 1B UONIBIO1 AQ 211)21 0} pasnbal aze
$10)2311(] {|€ pue pieog 2yl 0} $1019A11(g Mmau Jo Judunuiodde oy 10§ sasnpadoid judsedsuery are 219y |,

-

QANNLINOD
JNOdTY SYOLDFYIA AHL




[RECTORS’ REPORT
NUED

“TORS’ REMUNERATION AND INTERESTS IN SHARES
of Directors’ interests in shares are set out on page 32.

eration packages of Executive Directors currently comprise basic salary and bonus. At present
npany runs pension plans for G. Jay Hambro and Andrey Maruta as disclosed in Note 5.

CE CONTRACTS
>ctors have any service contracts, consultancy agreements or other such arrangements with
: period in excess of one year.

JER PAYMENT POLICY

oup policy to agree and clearly communicate the terms of payment as part of the commercial
ment negotiated with suppliers and then to pay according to those terms based upon receipt
>curate invoice. Trade creditor days for the year ended 31 December 2005 were 40 days on

- for the Group and 26 days on average for the Company.

OYEES

- meetings are held with employee representatives to discuss strategies and the financial
1 of the Group and their own business unit.

oup is committed to provide equal opportunity for individuals in all aspects of employment.

‘ORS

ctober 2005, Moore Stephens, the Company’s auditor, transferred its entire business

re Stephens LLP, a limited liability partnership incorporated under the Limited Liability
ships Act 2000. The Directors consented to treating the appointment of Moore Stephens
1ding to Moore Stephens LLP with effect from 3 October 2005. A resolution to re-appoint

Stephens LLP as the Company’s auditor will be put to the forthcoming Annual General Meeting.

r of the Board
Karolina Subczynska-Samberger

ny Secretary
2006

\MBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005
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ORT OF THE INDEPENDENT AUDITORS TO THE
REHOLDERS OF PETER HAMBRO MINING PLC

-

e audited the financial statements of Peter Hambro Mining PLC for the year ended BASIS OF OPINION

ember 2005, set out on pages 37 to 60. These financial statements have been prepared under We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)

orical cost convention, and the accounting policies are set out on pages 43 to 45. issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It also includes an assessment

port is made solely to the Company’s members, as a body, in accordance with Section 235 of of the significant estimates and judgements made by the Directors in the preparation of the financial

npanies Act 1985. Our audit work has been undertaken so that we might state to the Company’s  statements, and of whether the accounting policies are appropriate to the Company’s circumstances,

rs those matters which we are required to state to them in an auditor’s report and for no other consistently applied and adequately disclosed.

. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone

1an the Company and the Company’s members, as a body, for our audit work, for this report We planned and performed our audit so as to obtain all the information and explanations which

he opinions we have formed. we considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or other

CCTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation

ribed jn the Statement of Directors” Responsibilities, the Company’s Directors are responsible of information in the financial statements.
preparation of financial statements in accordance with applicable United Kingdom law and
Kingdom Accounting Standards. OPINION
In our opinion, the financial statements give a true and fair view in accordance with United Kingdom
ponsibility is to audit the financial statements in accordance with relevant legal and regulatory Generally Accepted Accounting Practice of the state of the affairs of the Company and the Group as at
ments and International Standards on Auditing (UK and Ireland). 31 December 2005 and of the Group’s profit for the year then ended and have been properly prepared
in accordance with the Companies Act 1985. o
ort to you our opinion as to whether the financial statements give a true and fair view and
perly prepared in accordance with the Companies Act 1985. We also report to you if, in our

1, the Directors’ Report is not consistent with the financial statements, if the Company has St. Paul’s House, Moore Stephens LLP
t proper accounting records, if we have not received all the information and explanations Warwick Lane, London Registered Auditor
tire for our audit, or if information specified by law regarding Directors’ remuneration and EC4M 7BP Chartered Accountants
tions with the Company and other members of the Group is not disclosed. 12 May 2006

d the Directors’ Report and the other information contained in the annual report as set out in
ex on the inside front cover and consider the implications for our report if we become aware
apparent misstatements within it.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005
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NSOLIDATED BALANCE SHEET
e year ended 31 December 2005
essed in US$°000)

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

2005 2004
Note US$"000 US$°000
Fixed assets :
Intangible assets :
Goodwill 9 (176) (2,776):
Other intangible assets 10 102,231 80,653
Capitalised exploration and development expenditure 11 30,555 10,251
Tangible assets ‘
Property, plant and equipment 12 74,959 60,579
Investments 14 448 1,399
Investments in joint ventures: 15
Goodwill 1,467 2,821
Share of gross assets 17,313 21,366 -
Share of gross liabilities 8,171)  (10,188) -
Loans 16 - 3,400 -
218,626 167,505
Current assets )
Stock and work in progress 13 23,521 17,294
Debtors 17 31,273 17,784
Cash at bank and in hand 144,534 25,854
199,328 60,932 .
Creditors, amounts falling due within one year 18 (18,909 (15,607
Net current assets 180,419 45325 -
Total assets less current liabilities 399,045 212,830
Creditors, amounts falling due after one year .
Due to former shareholders of subsidiary 20 - (3,486),
Long-term borrowings 22 (2,250) (4,655)
Finance lease liabilities falling due after one year 21 - (243).
Guaranteed Convertible Bonds 23 (133,920) -
(136,170) .
Provisions 19 (18,426) (2,182)
Net assets 244,449 202,264
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APANY ONLY BALANCE SHEET

e year ended 31 December 2005
essed in US$°000)

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

2005 2004
Note US$'000 Uss$’000 |
Fixed assets
Tangible assets oa
Property, plant and equipment 12 158 188
Investments 14 104,852 79,047
Loans 16 115,372 3,400
220382 82,635
Current assets .
Debtors 17 10,622 54,857
Cash at bank and in hand 113,374 20,438
123,996 75,295
Creditors, amounts falling due within one year 18 (6,700) (1,808).
Net current assets 117,296 73,487
Creditors, amounts falling due after one year
Long-term borrowing 22 (141,800) -
(141,800)
Provisions 19 (15,000) -
Net assets 180,878 156,122
Capital and reserves R
Share capital 24,26 1,273 1,193
Share premium 26 - 154252
Other distributable reserve 26 176,722 -
Contingent reserve on acquisition 26 3,152 6,304 -
Profit and loss account 26 (269) (5,627) .
Equity shareholders’ funds 25 180,878 156,122

The accompanying notes are an integral part of this balance sheet.
These financial statements were approved by the Board of Directors on 12 May 2006.

On behalf of the Board

Peter C.P. Hambro Pavel A. Maslovsky
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‘'ONCILIATION OF NET CASH FLOW TO
VEMENT IN NET DEBT (NOTE 32)
e year ended 31 December 2005 (expressed in US$’000)

2005 2004
Note US$’000 US$’000
* Increase in cash at bank and in hand 118,680 1 _uomq,
Cash (inflow)/outflow from (increase)/decrease in debt and lease financing (126,986) 25,862 .
Change in net debt resulting from cash flow (8,306) 36,889
New finance leases - -
Bonds issue cost amortisation (379) -
Exchange difference 139 (141)
Movement in net debt in the year (8,546) 31,746
Net cash/(debt) at 1 January 32 13,271 (18,475) .
Net cash at 31 December 32 4,725 13,271

.

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005




NINTIW QYW VH d3.Ldd 002 SLNNODDV ANV LAIOdFd TYNNNY

‘siseq Aep-0J-AEp € U0 paje[nojed e 51509 doueuy pasieide) “uononnsuod Surmp
parmaut a1y ipuadxa uo §)s09 souBUY JjqEINGLIIE A[JOAIIP SIPNJOUL SIASSE PAXY 9(qISuE) JO 31500 Y,

‘Junodoe ssof pue jyoid ay) ur papnjaur aze sossof 1o suted Supnsal Auy

"SIUNOIDE ) UIOK] PAILUIWID o5 UoNEIdAIIP pare|nuINdde PE[o1 PUue 150D 21) ‘S)asse paxy
qidue) Jo yuawdinal Jo ajes uodn) pasijendes A1e SHUOWIANAQ PUE S[EMAUIY "IN Ipuadxa JUALIND 0}
a31eys a1e syasse poxy djqiue) Jo swal Jourw Jo Judwade]dal pue sitedar “aduBUIUTRUL JO 150 Y],

‘pajjeisui aq oy yjuawidinbo
PUE UOIDNLIISUOD ISPUN SJISSE UM POPNIOUL JIB S)as58 PaxXy asn ojul JyFnoiq are Loy [nupny

juaudinbs 19ndwo)

S ¢ wowdinba 2010

SIIOYOA
£ Krouryoewt pue jue[d
SI s3uipiing
r3e1aAy

15MO]]0) SB 9J1] [Masn payoadxa )1 I9A0 Siseq dulj-yJrens

€ U0 Jasse ord JO uonen[ea 10 1502 Y] JJo LM 0] PIje[ndjed sajel Je s1asse paxy ajqidues [e uo
apiaoid st uoneidaida(] uonerdaldop pajejnWNISE JO 19U “)S09 B PapIodal ale S)asse paxy djqidue]
uoneRdxdap pue s)asse paxy jqiduey, (y

*9)EP 199Ys ooue[eq Yoed Je Juduuiedun 10] pamaiadl st axmipuadxs juswdo[aasp pue uonelodxa
pasifeiide)) "aulw Y1 Jo 91| HIWOUOII PAIBUINSS AU} JIAO SISeq dulj-JyTrens B uo JUnodde SSoj pue
oxd oy ySnoay paswfooar uoy) 1 uoHESHIOWE ‘SAOUIWIWOY Bonanpord uayp -dnjea ur uonnuup
10} uOIS1A0Id PUB UONIESIIIOWE §SI] 1500 J8 PapIooak st aamipuadxa juswdolaasp pue uonelojdxy
danypuadxa yuswdopasdp pue uoneroydxy (3

"90Ud21| 2Y) JO

19d 9y3 1240 s1SRQ SUI-IYSIENS B UO PISIIOWE UL SIIINOSAI [RInjeU jo uonelio[dxa ay) 10] SOUDN']
"anjeA Ul uoyNUIWIP J0j uoisiA0ld pue UONESILIOWE SSI] 1SOD J8 PAPINOL Ak §)asse d|qidueiu]
uoyesnIowe pue sysse dqidueiu] (4

QUL 3Y) JO 1] SIUOUODI PIJBWIISI Y} JOAO

q sui[-1y3iess € uo Junodoe sso pue Jyoid ay) yInosy) pasiuBooa udyl s 1 SIDUIWWIOD uononposd
d)j8 “13sSE 2AnETaU B se papIosat Ajjeniut st jjimpood aanedan -eoud aseysind ay spaooxs ssouisng
e Jo aseyound o) uo pannboe $1asSE JoU JO AN[RA 1IBJ YY) UIYM JOJ PAIUNOIOE ST [[IMPo0T 2ANBTIN

. *51019211(] Y} Aq areudoadde pawoap pourad dy; 1040 siseq aulf-ly3rens e uo

10008 $50[ pue 1youd ay1 y3noxyy papisoid s1 uonesysowry ‘pannboe s)osse 19U JO IN[BA A1B) Y] A0
pIsqns e Jo aseyaind sy 10} USAIT UONEBIOPISUOD JO AN[BA Jig) ) JO SSI0XI ) SHudsdidal [[1mpoon
Inmpoon (3

slefop SN

Ul pa[)as aq [[14 1o ued spunowre Surkpropun jey) Sutueaul se PANKSUOD 3q 10U PINOYS SIB[[OP S(]
u1 sanSy jo voneuasaidal ay ], Junodse ssof pue Jyoid o) YSnoay) yim 1[eap Ussq dARY SUNOIOE
pue suonoesues) [enpiaipur 03 £o1jod aaoqe ayy jo uoneordde ay) uo Fuisue sdUIRYIP ddueyoxy

SL'LT 8L°87 J|qnos ueissny
¢so 8570 Suipog
00T $00Z

:(rerop SN 12d A5ud1ind) SMOj|O) se
219/ SIE[{OP S[] OI SIOUILIND JOYIO WOL SIOUB[RY PUS JEIA JB[SURI) 0] PISR ITuRYOXI JO §3JL1 Y [,

"Junoosoe sso] pue jyoId oY1 0) Uje} AUe SIOUIIIP [[V "2IEP 1391[S doUR[Rq YO8 B
3)B1 JULIND 311 18 SIE[[OP S OIUT PAJR[SURNII Al SANI[IqRI] PUE $}a558 AIBIOUOW PUE d)e dFuryoXa
[enuue 9FeI0AR 9 I8 SIE[[Op SN OIUI PIAE[SURI] OB SUOTOLSURT] [[Y "SI[GNOI URISSNY Ul paulmuiew

ale s3upyenIopun asmusA yutof pue saueipisqns uetssny s Auedwio)) oy Jo spiod2s Buunodde oy,

"SWId JuBdYIUSIS 10] UONIOBSUERS) DY) JO Aep Y3 18 Juljne
d1el 3Y) 1€ 10 182K 1) J10J el aFeI2AL A 18 ‘uone1ddIdop uey) IS0 SWI)T JUNOIIE SSO[ PUB YOI .
‘19K Sununosde ay) Jo pua 3y je Surna 2jel oY) I8 SIISSE JUIUND pue SANIerT .
"uoTIOBSURL) JUBAJ[I A} Jo djep Y} uo Suijna djer Ay 18 uonerdddop pue syasse paxy ‘[endes areys .

:siseq Surmol[oj ayy uo
SIEJ[OP S[} OJUI PAJB[SURI) UD2Q JABY SIIIULIND IR0 SJUSWIL)S [EIdUEUly 353y Jo asodind oy 104

‘Kouarnd [euonpuny s,dnoiny
3} 2q 0} PAIAPISUOD S1 JBJ{OP S SY) SE SIT[JOP S UT PoIussaid tadq dABY SHUDWINELIS JeIdURUY OY ],
sjudwaje)s [eueuy Jo A>udnan)) (p

"uoneuasald s,4eak JUILIND AY) YIM JUISISUOD 9q 0] PAJeISAL Ud3q 24y saandy saneredwod urend)
samiy sapeaedwo) (@

‘uotpsinboe Jo 183K oy ur 199ys dour[eq Y1 ul pasiendes pue [[impood paseydind s¢ PAjeal] I
JOUAISYJIP SY) SIISSE 12U YONS 0] [QeINGLIIIE SIN[BA J16J Y] SPIIIXI uonisinboe jo 1505 oY) arvY A
sjosse ajqeiedas Jou Jo a1eys s,dnoin Y 01 paingLue aue sanjea Jiej ‘Surjerapun L1vIpisqns €

u1 Jsa1atul ue Suipnpour ‘ssaursng e jo uonismboe ayy uQ (. dnoin,, ayp) sSunjerIdpun AreIpisqns
dAnoadsal sy pue ( Auedwo)),, 1) D1d JulUly] OJQUIBH J3)3d JO ISISUOD SIUDWBIR]S [BIOUEUY Y [,
uoneposuod jo siseq (q

‘spiepue)§ Sununodoy yn sfqeajdde ::3.

J0UBPIOIVE Ul PUEB UOIIUIAUOD 1SOD [BOLI0ISIY 3y} Japun pasedaid udaq saey SHudwaIels [eIouRUY JY ],
uoneaedad jo siseg (e

SHIDITO ONILNNODIV TVAIDNIId ‘1

00T 1oqUI0a(] [ € PIPUS Jeak aip) 10§
SINHWHILVLS TVIONVNIA HHL OL SH1LON




s TO THE FINANCIAL STATEMENTS
NUED

NCIPAL ACCOUNTING POLICIES CONTINUED

stments
nents are stated at cost less provision for impairment.

k and work in progress

sed stores and spares are stated at the lower of cost and net realisable value on a unit cost
Sold ready for sale is valued at the lower of cost and net realisable value. Costs are attributed
| produced on an average cost basis. Bullion in process is valued at the lower of cost and net
ble value.

re (with content less than 3.5g/t), ore in the process of leaching and leached ore are classified
k in progress. Poor ore and ore in the process of leaching are valued at the lower of attributable
cost and net realisable value.

>d ore is valued at the lower of post processing transportation costs (to its current location)
t realisable value. Economical leached ore is classified as work in progress.

erred stripping costs
ng costs incurred during the production phase to remove waste ore are deferred to the balance
ind charged to operating costs on the basis of the average life of the mine stripping ratio.

erage stripping ratio is calculated as the number of cubic metres of waste material removed
ne of ore mined. The average life of the mine ratio is revised annually in the light of additional
edge and change in estimates.

ance and operating leases

 held under finance leases are capitalised in the balance sheet and are amortised over the shorter
period of the lease and the estimated useful economic lives of the assets. Interest is charged to
fit and loss account over the life of the agreement and represents a constant proportion of

| repayments outstanding.

s paid under operating leases are charged to the profit and loss account as incurred.
venue recognition
ue is recognised at the point of transfer of ownership of finished products as specified in the

ontracts.

ue from bulk sample sales made during the exploration or development phases of operations
gnised as a sale in the profit and loss account.

st of sales
f sales’includes the cost of mining gold, transport and other direct expenses.

IAMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

“w

Exploration and evaluation expenditure is charged to the profit and loss account as incurred except
in respect of deposits where:

« it is expected that the expenditure will be recouped by future exploitation or sale; or

« substantial exploration and evaluation activities have identified a mineral resource but these
activities have not reached a stage which permits a reasonable assessment of the existence of
commercially exploitable reserves.

Where either of the above conditions are met direct expenditure is capitalised. Once production begins
capitalised costs are written off to production so as to spread them over total estimated reserves.

o) Taxation
Provision is made for all foreseeable taxation liabilities.

Deferred taxation is calculated so as to recognise the expected future tax consequences of transactions -
and events recognised in the financial statements of the current and previous periods with the
following exceptions:

- Provision is made for the tax that would arise on remittance of the retained earnings of overseas
subsidiaries only to the extent that at the balance sheet date dividends have been declared and
accrued as receivables.

» Deferred tax assets are recognised only to the extent that the directors consider that it is more likely
than not that there will be taxable profit from which the future reversal of the timing differences can
be deducted.

Deferred tax is measured on a non-discounted basis at the tax rates that are expected to apply in the
periods in which timing differences reverse, based on tax rates and laws enacted or substantially
enacted at the balance sheet date.

The tax charge in the profit and loss account includes the charge in respect of the taxable profit for the
year calculated under UK taxation laws and foreign profit tax. All other taxes, including those based on
gross revenue received, are included in general, administrative and other operating costs in the profit
and loss account.

p) Financial instruments
Financial assets and liabilities are recognised on the Group’s balance sheet when the Group has
become party to the contractual provisions of the instrument.

q) Environment protection, rehabilitation and clesure costs

Provision is made for close down, restoration and for environment clean up costs, where thereisa -
legal or constructive obligation to do so. The provision is reviewed on an annual basis for any changes
in cost estimates or lives of operations.

r) Defined contribution pension scheme

The Company operates a defined contribution pension scheme for the benefit of its employees.

The funds of the scheme are administered by independent trustees and are separate from the Company.
Contributions are recognised as they fall due.
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s TO THE FINANCIAL STATEMENTS
NUED

ECTORS AND EMPLOYEES CONTINUED

osts during the period were as follows:

- Group Company
2005 2004 2005 2004
US$’000 US$°000 US$000 US$’000

(as restated)

and salaries — production 8,874 4,668 - —
and salaries — other 5,824 3,455 1,151 790
security costs 3,756 2,340 472 177
18,454 10,463 1,623 967

rage number of employees (excluding nine Directors (2004 — seven Directors)) during the year was:

Group Company
2005 2004 2005 2004
tion 2,162 1,353 - -
istration 742 334 7 7
2,904 1,687 7 7

2002 the Group implemented a share incentive scheme. Under this scheme participating

ees subscribed for 2,759,368 C ordinary non-voting, non dividend bearing shares in a wholly

subsidiary Eponymousco Ltd at a par value of £0.01. On 20 July 2005, following the payment
ncalled amount of £1.01 on each C share by the participating employees, 2,759,368 ordinary

of £0.01 in the Company were issued to the holders in exchange for their C shares.

the Company’s subsidiaries, Pokrovskiy Rudnik, agreed to establish a Reserve Bonus Scheme
cheme”) for certain senior executives of that company. Under the Scheme participants were
warded freely transferable ‘Scheme units’ at the end of each year from 2002 to 2012 based on
er ounce of gold added to the designated reserves for the Scheme.

nent has been reached with those entitled to participate in the Scheme (the “Eligible Persons™)
Scheme not to proceed. The Independent Directors, being Sir Rudoiph Agnew, Peter Hill-Wood
ilip Leatham having taken professional advice and consulted with the Company’s nominated

, have agreed that the sum of US$15,000,000 in aggregate (the “Scheme Payment”) is fair
1sation to the Eligible Persons for the Scheme not proceeding (see Note 19). The Independent
s also consider that this payment is less than the cost to the Group (as determined by reference
stimated net present value of the ongoing payment obligations for the Company under the

) if the Scheme were to proceed. As the Eligible Persons are senior executives of the Group the
: of the Scheme Payment is subject to the approval of the Company’s shareholders at the Annual
1 Meeting. Peter Hambro and Pavel A. Maslovsky, who were eligible to participate in the

>, have given up their rights to do so and will not be receiving payment under the Scheme.

skiy Rudnik contributes through social security payments to an employees’ Russian state
1 scheme. This is a defined contribution scheme. In 2005 the Company implemented a defined
ution pension scheme for its employees.

\MBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

6. INTEREST PAYABLE AND SIMILAR CHARGES

Group Company

2005 2004 2005 2004

US$*000 US$'000 US$°000 US$'000

Finance lease charge 81 1,111 - -

Commission and interest in respect of sale

and lease back transaction (Note 22) - 496 - -

Bank loan interest — continued operation 1,085 2,200 66 699

Bonds interest payable 3,879 - - S
Bonds issue finance costs amortisation 319 - - -
Other loan interest and charges 207 207 4,195 50
Share of joint ventures’ interest payable i '

and similar charges 441 487 - -

6,012 4,501 4,261 749

Less finance cost capitalised 59) (840) - -

5,953 3,661 4,261 749

In August 2005 the Group issued US$140 million of Convertible Bonds due in 2010 (the “Bonds™).
The Bonds carry a coupon rate of 7.125% payable semi-annually in arrears and can be converted into
fully paid £0.01 ordinary shares of the Company at the price of 756p per share. If not converted or
previously redeemed the Bonds will be redeemed at par on or about 11 August 2010. Commission
costs, amortisation and interest expense in relation to these bonds amounted to US$4,198,000 in 2005.

Accumulated amount of capitalised finance cost was US$2,046,000 at 31 December 2005
(31 December 2004 — US$1,987,000). Interest rate applicable to the capitalised finance cost was

10.9% in 2005 (2004 — 11%).

7. INTEREST RECEIVABLE AND SIMILAR INCOME

Group Company
2005 2004 2005 2004
US$’000 US$'000 US$'000 US$°000
Other income — continuing operations 217 255 1,486 3,832
Interest recetvable 3,590 1,132 10,496 542
3,807 1,387 11,982 4,374
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» TO THE FINANCIAL STATEMENTS

NUED
JDWILL 10. OTHER INTANGIBLE ASSETS CONTINUED
Group Group -
2005 2005
US$°000 US$’000
At 31 December 2005
nuary 2005 (2,776) Net book value .
ill arising on acquisition of Koboldo (Note 33) (176) At ! January 2005 80,653
ill released on disposal of 15% share in JV Omchak 2,776 At 31 December 2005 102,231
Jecember 2005 (176) R
sation Other intangible assets comprise mineral properties such as gold licences and rights over other
nuary 2005 —  mineral resources.
December 2005 - -
ok value 11. CAPITALISED EXPLORATION AND DEVELOPMENT EXPENDITURE
nuary 2005 (2,776)
G
Yecember 2005 (176) 2005
US$000
>mber. 2005 the Group’s share of the joint venture Omchak was decreased to 50% in Cost
ince with the original joint venture agreement. As a result of the disposal negative goodwill At | January 2005 o 10,251
2,776,000 has been released. No share of the negative goodwill was previously recognised in Additions as result of acquisition (Note 33) 1,759
fit and loss account. Additions 18,545 -
At 31 December 2005 30,555
HER INTANGIBLE ASSETS Amortisation
At 1 January 2005 -
Glour At 31 December 2005 -
d USS'000_ " Net book value
At 1 January 2005 10,251,
nuary 2005 87,380 005 30,555 -
ns as a result of acquisition of a subsidiary (Note 33) 3,692 At 31 December 200 55
ns 15,824 .
ares issued (contingent shares, Note 24) 5,198 .
al arising on additional acquisition of Pokrovskiy Rudnik shares (1,180)
December 2005 110,914
sation
nuary 2005 6,727
for the year 1,955
d and capitalised for the year 1
8,683
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 TO THE FINANCIAL STATEMENTS

NUED ;
/ESTMENTS .
Group Company Effective
Principal tion ;
CM%%M mem,wwm :m%uww Cm%%m Principal subsidiary and  Country of Principal oohr—”wv_\uwm v_%% M“.m__M“ i
Jjoint venture undertakings incorporation activity operation held
J.Q\:w - o:._mﬂ L. 447 36 - - Held directly by the Company k
in subsidiaries and joint ventures 1 1,363 104,852 79,047 ] - -
Eponymousco Ltd United Holding United S
448 1,399 104,852 79,047 Kingdom Company Kingdom L100% .
. . L . . Victoria Resources Ltd* United Holding United
ent in shares in subsidiaries and joint ventures is as follows: Kingdom Company Kingdom 100%
January 2005 1,363 79,047 Peter Hambro Mining Group Finance Ltd Guernsey Finance .C::aa .
idated on 1 January 2005 Company _ Kingdom 100%™,
ga (500) - Yamal Holdings Ltd Cyprus Holding Cyprus 100%
lanagement Company PHM (MC PHM) (862) - Company )
ns . . :
okrovskiy Rudnik additional 0.93% _ 597 Peter Hambro Mining (Cyprus) Ltd Cyprus OIoE.:m Cyprus 100% .
okrovskiy Rudnik — Pioneer deposit - 15,000 ompany _
Cyprus) Ltd — contingent shares issued - 5,199 ZAO Management Company PHM Russia Holding Russia 100%:
nousco Ltd — C shares - 23 Company N
Holdings Ltd - 23 000 Olga Russia Gold  Russia  100%
1 December 2005 1 104,852 exploration
- and production .
mpany and the Group have the following material investments. These investments were consolidated ~ OAO Pokrovskiy Rudnik** Russia Gold Russia 98.6%
> financial statements. exploration )
and production
ZAO ZRK Omchak (Joint Venture) Russia Gold Russia 50%
exploration
and production
Held indirectly via 100% owned subsidiarics
’ 00O Tokurskiy Rudnik Russia Gold Russia 100%
. exploration
and production . .
000 GRK Victoria Russia Gold Russia 100%
exploration
and production
0OAO ZDP Koboldo Russia Gold Russia 91.7%. .
exploration o
and production
ZAO PHM Engineering Russia Project and Russia 75%
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 TO THE FINANCIAL STATEMENTS
NUED

/ESTMENTS IN JOINT VENTURES CONTINUED

oup’s interest in Omchak is treated as an investment in a joint venture as it is jointly controlled
sroup and the other Russian shareholders under a contractual agreement. Fluctuations in the
age interest in the joint venture do not change joint control over Omchak as none of the parties

itrol the entity.

ANS
ts falling due after more than one year

Group

Company

2005 2004
US$'000 Uss$ 000

2005 2004
US$’000 US$’000

by Group undertakings - -
sued to Aricom PLC — 3,400

115,372 -
- 3,400

- 3,400

115,372 3,400

in to Aricom PLC bore interest at 8% per annum and was secured against 1,000 issued and fully
» ordinary shares of Russian Titan Company Ltd, representing 100% of the issued share capital.

i wassrepaid on 18 March 2005 (Note 28).

to the Group undertakings are normally for a period of three years with an interest rate ranging

to 15%. Loans can be prolonged at the discretion of the Company.

BTORS
its falling due within one year
Group Company
2005 2004 2005 2004
US$°000 US$°000 US$’000 US$’000
ments 8,950 4,655 - 140
coverable 9,480 7,325 109 44
by Group undertakings — - 8,024 54,541
lebtors 5,630 2,247 276 132
t accrued 1,913 291 1,498 -
om Hainault Ltd* 4,000 - - -
ssue Costs prepayments - - 715 -
0 Rudnoye joint venture 1,007 822 - -
issued 293 2,444 - -

31,273 17,784

10,622 54,857

ount due from Hainault Ltd comprises the proceeds of US$4 million receivable from the disposal of 24% holding
or Chrome. Net income from the disposal of the asset is US$3.8 million. The consideration was subsequently received

ary 2006.

AMBRO™INING PLC ANNUAL REPORT AND ACCOUNTS 2005

17. DEBTORS CONTINUED

Loans issued in 2004 included an amount of nil (2004 — US$2 million) to Interomax (Note 28).

The loan was repaid in February 2005.

US$25,021,000 of debtors are Russian rouble denominated (2004 — US$15,426,000).

An interest rate analysis of loans issued is set out in Note 36.

18. CREDITORS
Amounts falling due within one year .
Company
2005 2004 2005 2004
US$'000 US$’ 000 US$'000 US$’000
(as restated) (as restated)
Trade creditors 4,139 2,093 403 125
Tax liability 1,174 1,418 - -
Finance lease liabilities (Note 21) 243 652 - -
Accrued interest on Bonds issued 3,879 - - -
Short-term loans 174 4,137 - -
Short-term element of long term loans (Note 22) 3,222 2,895 - -
Due to former shareholders of subsidiary (Note 20) - 1,516 - -
Due to Group undertakings - — 4,254 519
Due to MC PHM (Note 33) . - 432 - 432
Other creditors 6,078 2,464 2,043 732
18,909 5,607 6,700 1,808

US$8,602,000 of total creditors are Russian rouble denominated (2004 — US$10,096,000).
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s TO THE FINANCIAL STATEMENTS
NUED

JARANTEED CONVERTIBLE BONDS

24. CALLED UP EQUITY SHARE CAPITAL

Group Company Company
2005 2004 2005 2004 2005 2004
Note US$000 US$000 US$000 US$’000  Ordinary shares Uss$’000 Uss$ 000
issued 140,000 - - —  Allotted, called up and fully paid:
Juity component 26 (1,583) - - — At the beginning of the period 1,193 1,010
nds issue cost deferred (4,876) - - —  Contingent shares issued in relation to acquisition of Peter Hambro
issue cost amortisation for the period 379 - - - Mining (Cyprus) Ltd* 13 -~
v 133.920 B _ _ Shares issued in relation to acquisition of C shares of Eponymousco Ltd** 40 —
2 Other new issues*** 27 183
tween 3—5 years 138,417 - - -
e costs allocated to future periods (4,497) - - _ Atthe end of the year 1,273 1,193
uaranteed convertible bonds 133,920 - - -
Number of shares (par value £0.01) No. >000 No. 000
ust 2005 the Group issued US$140 million of convertible bonds due in 2010 (the “Bonds”). Authorised 100,000 100,000
nds were issued at par by the Company’s wholly owned subsidiary Peter Hambro Mining Group — - )
e Ltd and are guaranteed by the Company. The Bonds carry a coupon rate of 7.125% payable Issued at the beginning of the period . 73,999 63,999
nnually in arrears and can be converted into fully paid ordinary shares of £0.01 each of the Contingent shares _mw:mm in relation to acquisition of Peter Hambro
ny at the price of £7.56 per share. If not converted or previously redeemed the Bonds will be Mining (Cyprus) Ltd L 750 -
ed at par on or about 11 August 2010. Shares issued in relation to acquisition of C shares of Eponymousco Ltd** 2,759 -
- Other new issues*** 1,449 10,000
sent value of the liability component is calculated using a discount rate of 7.4%, the market interest rate for similar bonds
o conversion rights. The difference between the proceeds of the bonds issue and the fair value of the liability is assigned At the end of the year 78,957 73,999
uity component.
Company
2005 2004
Convertible C shares of Eponymousco Us$000 US$’000
Allotted, called up and fully paid:
At the beginning of the year 40 40
Exchanged for new ordinary shares issue** (40) -
At the end of the year - 40
Number of shares (par value £0.01) No. "000 No. "000
Authorised 2,759 2,159
At the beginning of the year 2,759 2,759
. Exchanged for new ordinary shares issue** (2,759) -
At the end of the year - 2,759 -

AMBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

*In Junc 2003 6,000,000 shares in the capital of the Company were issued in exchange for the total issued share capital of Peter
Hambro Mining (Cyprus) Ltd. A contingent issue of 1,500,000 such shares in respect of the acquisition of Peter Hambro Mining
(Cyprus) Ltd was accounted as a separatc contingent reserve on acquisition. Under the terms of the acquisition agreement as
amended, the Company issued 750,000 such shares on 20 July 2005 to Reagrove, the vendor, in part settlement of its obligation

to issue a total of 1,500,000 such shares in respect of the acquisition.
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s TO THE FINANCIAL STATEMENTS

ZCmD.
SERVES CONTINUED 27. MINORITY INTERESTS
Tota) Group o
Other  Contingent Profit Equit g
Share Share a._m:,mwcscﬂ %Mn__.“ma% n and _mem mrmaro_mﬂ_zw Cwmm%w Cw%www
capital premium rescrve acquisition account funds g
/ US$'000  US$000  US$000  USS'000 USS'000  USS'000 At the beginning of the year 2,130 733 ¢
e as at 31/12/2003 1,010 85,252 _ 6,304 (3,735) 88,831  Minority interest arising on acquisition of subsidiary undertakings 1,867 1,184
- Dividends payable - (113) W
lares issue. 183 13,221 - - B 73,410 Minority interest in net profit of subsidiary undertakings 527 326 ,
ssue costs incurred p -
¢ year _ 4,227) - _ - (4,227) At the end of the year 4,524 2,130
for the year - - — - (1,892) (1,892)
e as at 31/12/2004 1,193 154,252 - 6,304 (5,627) 156,122 All minority interests are equity interests.
1ares issue 27 14,898 - - - 14,925 u
ssue costs incurred "7 117y 28-RELATED PARTY TRANSACTIONS _
va%mmq:ﬁom issued in B a1 B B - 17 The Group had the following related party transactions during the year (VAT is included where applicable):
ion to moﬂ:mm:moz of Movement Amount due Movemeant  Amount due
- Hambro Mining for the WMMM ?ai\ﬁ_wm .“Mv for :ﬁmv%%m mSB\Ewm mmv
rus) Ltd 13 8,338 - - - 8350 Related party Description USS'000  USS'000 USS'000  US$ 000
issued in relation to Peter Hambro Lid M Cand
isition of C shares of cter Hambro anagement an
1mousco Ltd 40 4,946 _ _ _ 4,986 accommodation charge (223) 40 (74) (12)
1 to other distributable Aricom PLC and Loan facility (3,400) - 786 3,400
ve¥ . - (148,625) 148,625 - - - subsidiaries Services to Kapstroi 49) - - -
r to other distributable Rent to Kapstroi (724) _ - o=
ve* - (28,097) 28,097 - - - Purchases by Kapstroi a9 - - _—
2t to profit and loss account* (5,595) - - 5,595 - Interest income 64 —~ 193 -
f contingent shares - - — (3,152) - (3,152) London expenses recharged 143 30 175 122,
for the year -~ - - - 237) (237) Geological work 1,246 56 286 - :
e as at 31/12/2005 1,273 - 176,722 3,152 (269) 180,878 Construction materials 5 - - -
Expenses recharged 37 - 229 229
1 resoluti d by the C 21 June 2005 & 1 the Share Premium Account. A Petiti nted Sale of assets 430 " B -
al resolution was passe: Yy the Lompany on unc 0 cance € are Fremium Account. chtion was presci : : _
rust 2005 and heard at the High Court on 24 August 2005. The Order of Court on Cancellation of the Share Premium Construction services 5,014 2,924 _ <
was registered on 25 August 2005 and the cancellation then took effect. Total Aricom PLC 2,747 3,010 1,669 3,751 .
unt subject to cancellation at 24 August 2005 stood at US$182,317,037. Of this, US$148,625,184 was transferred AMK Loan to _ﬂmﬁms.g :.NAV :QAV — —
u.m._ Reserve and US$5,595,036 was credited to ..:n profit and _omm.mnoozz. to eliminate unm::.:_uﬁa losses as mﬁnm Construction services 396 197 — —
M_MWM__H\M:@ balance of US$28,096,817 was credited to Other Distributable Reserve where it was amalgamated with the Services rendered Aav Ava ANOV AMAV
Total AMK (216) ) (20) (24),
Former shareholders ‘
of subsidiary Dividends due 3,486 - (202) (3,486)
Tynda Forest
Holdings Ltd Loan to Interomax (2,041) - 748 2,041

AMBRO MINING PL.C ANNUAL REPORT AND ACCOUNTS 2005
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s TO THE FINANCIAL STATEMENTS

NUED
ALYSIS OF NET CASH Profit after taxation in YGK only for the period from 1 January 2005 to 30 September 2005,
being the period from the beginning of the acquired entity’s financial year to the date of acquisition
At nonoesh Exchange a3 Was US$454,000. Profit after taxation for the year ended 31 December 2004 was US$S million and . .
1 January 05 Cash flow changes  movement December 05 included net profit of US$5.2 million on disposal of YamalZoloto to the Group in 2004. .
USS$'000 US$°000 US$’000 US$°000 US$’000
1 hand and at the bank 25,854 118,680 - ~ 144,534 (b) Koboldo ’
ue within one year (4,138) 3,825 — 139 (174) In June 2005 Tokurskiy Rudnik acquired 91.66% of Koboldo for a consideration of US$288,000. This
ue after one year —  (140,000) - —  (140,000) company is a gold alluvial mining enterprise.
Juity component - 1,583 - - 1,583
issue cost capitalised - 4,876 (379) _ 4,497  The fair values of the assets and liabilities on the date of acquisition were:
. (11,036) 379) 139 10,440 Koboldo Fair Value
- : - : j Total .
bt)/cash including leasing 13271 2,730 - - (515 s “Ussono  ussono
sh including leasing 13,271 (8,306) (379) 139 4,725  Fixed assets 74 - 74
Stocks 487 - 487
Debtors 241 - 241
QUISITION OF SUBSIDIARY UNDERTAKINGS Cash 25 - 25
Q Creditors (302) - (302)
nalskaya Gornaya Kompania Provision for deferred tax (19) - .A_S,
lember 2005 YamalZoloto subscribed for 74.87% of the issued share capital of Yamalskaya Fair value of net assets acquired 506 - 506 |
ra Kompania (YGK) for a consideration of US$10.8 million. Less: Minority interest niwv ’
Negative goodwill arising on acquisition (Note 9) (176)
ir values of the assets and liabilities on the date of acquisition were: 288
<w=%._uwwwww Consideration .
_Ao_.:uw:mw Fair value Cash wa.. .
Book value adjustment Total E
US$000  USS'000  US$'000 288
ble assets (Note 10) - 3,192 3,192 .
ised exploration and development expenditure (Note 11) 1,759 - 1,759 (¢) Olga
1ssets 408 - 408 In December 2004 the Company also acquired 100% of the share capital of a gold exploration and
nents 8 -~ 8 mining company, Olga. Olga has a gold exploration and mining licence and is located in the Amur
368 - 368 region of Russia. The Company paid US$500,000 for the whole share capital of Olga. Olga had not
S 9,129 —~ 9,129  been consolidated in the 2004 Group accounts as it did not carry out any activity in 2004 and the T
359 - 359  balances were not material to the Group. Olga was consolidated in 2005 Group accounts with the
TS (796) - (796) effective date of 1 January 2005.
ax payable (60) - (60)
alue of'net assets acquired 11,175 3,192 14,367
viinority interest (3,610) ‘
10,757 ol
leration
10,757
10,757
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5> TO THE FINANCIAL STATEMENTS
INUED

—

NANCIAL ASSETS AND LIABILITIES

erest rate profile for the Group’s borrowings was

37. COMMITMENTS UNDER OPERATING LEASES

At 31 December 2005 the Company had annual commitments under a non-cancellable operating lease -

of the office premises as set out below.

2005 2004
Fixed Fixed

rate Interest rate Interest
borrowing free Total borrowing free Total
US$°000 US$'000 US$’000 US$'000 US$’000 US$°000
lar 145,472 - 145,472 8,650 - 8,650
n rouble - 174 174 2,973 65 3,038

 element of finance

. US dollar 243 - 243 895 - 895
145,515 174 145,889 12,518 65 12,583

ighted average interest rate on the Group’s interest bearing borrowings for 2005 was:

lar 7.27%
1 rouble n/a
lar finance lease 15%

erest rate profile for the Group’s financial assets was:

2005 2004
Fixed Floating  Interest Fixed Floating  Interest

rate rate free Total rate rate free Total

US dollar 123,198 1,045 776 125,019 - 1799 1,269 19,265
Russian rouble 11,528 - 3,797 15,325 - - 3,869 3,869
GBP- - 3,462 728 4,190 - 2,491 229 2,720
lar - - - - 5441 - - 5,441
1 rouble 1,260 - 40 1,300 1,004 - 221 1,225

135986 4,507 5341 145,834 6,445 20,487 5,588 32,520

ighted average rate on the Group’s interest bearing financial assets was 6.07% in 2005
- 4.15%)

r values of the Group’s financial assets and liabilities are not materially different to the
alues.

\MBRO MINING PLC ANNUAL REPORT AND ACCOUNTS 2005

Group Company
2005 2004 2005 2004
US$’000 US$°000 USs$'000 US$'000
Expiring: :
After 5 years 226 249 226 249
226 249 226 249

During the year 2005 US$174,000 (2004 — US$210,000) of operating lease costs were charged under
administrative expenses.

38. CAPITAL COMMITMENTS
Amounts contracted for but not provided for in the financial statements amounted to US$3,000,000
for the Group (2004 — US$3,751,000).

39. POST BALANCE SHEET EVENTS

On 18 April 2006 the International Finance Corporation (“IFC”), the private sector arm of the World
Bank Group, invested a further US$17.4 million by exercising to the full extent its option 1o subscribe
for ordinary shares in the Company. As was announced on 5 April 2005, the IFC subscribed for
1,448,545 ordinary shares in the Company at that time and was granted the option to subsequently
apply for up to a matching amount of additional new shares. On 28 April 2006 the 1FC held 2,539,954
ordinary shares in the Company representing 3.15% of the total issued share capital of the Company.
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11 GROSVENOR PLACE, BELGRAVIA, LONDON, SW1X 7THH
FACSIMILE +44 207201 8901

TELEPHONE +44 20 7201 8900
Website: http://www.peterhambro.com

Press release of 28 April 2006
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Peter Hambro Mining plc (the "Company") was notified by the Internéﬁi"_{;nal
Finance Corporation, a member of the World Bank Group, that it holds2,534,954

ordinary shares of £0.01 each in the Company representing 3.15 per cent of the

total issued share capital of the Company

Enquiries:

Alya Samokhvalova
Director of External Communications

Marianna Adams Investor Relations

Tom Randell
Maria Suleymanova

Peter Hambro Mining plc
+44 (0) 20 7201 8900

Merlin
+44 (0) 20 7653 6620

Registered Office: 11 Grosvenor Place, Belgravia, London, SW1X 7HH
Registered in England Number 4343841

Member of the PETER HAMBRO MINING group of companies
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Press Release of 16th May 2006
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NOTICE OF ANNUAL GENERAL MEETING

NMUGIHOD

S

TERMINATION OF RESERVE BONUS SCHEME e

PETER HAMBRO MINING PLC ("PHM" or the "Company") today released_lts A\??nual
Report and Accounts for the financial year ended 31st December 2005. The o
Company's 2005 Annual Report which is being issued further to the prehmlnary
announcement of the annual results reported on 24th April, details:

- PHM's operating assets and their performance during 2005;

- analysis and discussion of PHM's financial performance and status;

- breakdown of PHM's growth in gold reserves and resources together with a
review of exploration work undertaken during 2005 and planned for the
future; and

- - PHM's annual Corporate and Social Responsibility Statement.

The Annual Report is now available online at www.peterhambro.com. Additional

copies may be requested directly from the Company and will be available at the

Company's registered office, 11 Grosvenor Place, London SW1X 7HH from Monday
22nd May 2006.

Printed copies of the Annual Report will be distributed to shareholders later

this week together with the Notice of the Annual General Meeting and proxy form.
The Annual General Meeting will be held at 12 noon on Tuesday 22nd June 2006 at
11 Grosvenor Place, London SW1X 7HH, and Notice of the Meeting will be available
at the Company's registered office from Monday 22nd May 2006.

As previously announced, the Company has for some time now been considering the
future of the Reserves Bonus Scheme (the "RBS" or the "Scheme") with the aim of
terminating it. It was agreed to establish the RBS shortly before the initial

public offering of PHM for the benefit of certain senior executives, the RBS

being based on PHM's success in confirming estimated reserves at the Pioneer
deposit. The independent Directors of PHM, being Sir Rudolph Agnew, Peter

: Registered Office: 11 Grosvenor Place, Belgravia, London, SW1X 7HH
I:@:I Registered in England Number 4343841
—t Member of the PETER HAMBRO MINING group of companies
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Website: http://www.peterhambro.com Email: corporate@peterhambro.com

Hill-Wood and Philip Leatham, having taken professional advice have agreed that
the sum of US$15,000,000 in aggregate is fair compensation to the participants
for agreeing that the RBS will not proceed. The independent directors also
consider that this payment is less than the cost to PHM (as determined by
reference to the estimated net present value of the ongoing payment obligations
for the Company under the RBS) of implementing the Scheme in full. The
Independent Directors consider, having consulted with the Company's nominated
adviser, JPMorgan Cazenove, that the terms of the transaction are fair and
reasonable insofar as the Company's shareholders are concerned.

As the participants of the RBS are senior executives of the Group and include a
director of the Company's principal operating subsidiary, the making of the
payment is subject to the approval of the Company's shareholders and will be
voted on at the Company's Annual General Meeting. Peter Hambro and Pavel
Maslovsky, who were eligible to participate in the Scheme, have given up their
rights to do so and will not be receiving payment under the Scheme.

Enquiries:

Alya Samokhvalova / Marianna Adams Peter Hambro Mining PLC
+44 (0) 20 7201 8900

Tom Randell / Maria Suleymanova Merlin

+44 (0) 20 7653 6620

4 1]

- Registered Office: 11 Grosvenor Place, Belgravia, London, SW1X 7HH
: %%’9 I Registered in England Number 4343841
— Member of the PETER HAMBRO MINING group of companies




FETER DAMBRO MINING PLC

11 GROSVENOR PLACE, BELGRAVIA, LONDON, SW1X 7HH
TELEPHONE +44 20 7201 8900 FACSIMILE +44 20 7201 8901

Email: corporate@peterhambro.com

Website: www.peterhambro.com

Press release of 23" Mav 2006

DEALINGS IN SHARES =
BY PERSON CONNECTED WITH COMPANY DIRECT(iiiE b ;?
To— g

e, S

The Company has been informed by its Chairman, Mr. Peter Hambro, that his spouse

has purchased 2,080 ordinary shares of 1p ("Shares") in the Company today at the

price of £12.05 per share.

Please find below the number of Shares in the Company held pre and post this

acquisition by Peter Hambro and his associates:

Post-acquisition shareholding

Pre-acquisition shareholding

Number of % of total issued Number of

Shares share capital Shares share capital
5,241,099 6.52% 5,243,179 6.52%
Enquiries:

Alya Samokhvalova, Marianna Adams Peter Hambro Mining plc

+44 (0) 20 7201 8900

Tom Randell, Maria Suleymanova Merlin

+44 (0) 20 7633 6620

% of total issued

Registered in England Number 4343841
Member of the PETER HAMBRO MINING group of companies

Registered Office: 11 Grosvenor Place, Belgravia, London, SW1X 4HH %




about tne contents or s aocument you should consult a person autnorised under the Financiai SErvices and Markets
Act 2000 who specialises in advising in connection with shares and other securities.

If you have sold or otherwise transferred all of your shares in Peter Hambro Mining plc please send this document,
together with the accompanying Form of Proxy, to the purchaser or transferee or to the stockbroker, bank, or other
agent through whom the sale or transfer was effected, for transmission to the purchaser or transferee.

This document should be read in conjunction with the Annual Report and Accounts in respect of the year ended
31 December 2005.

PETER HAMBRO MINING PLC

(Incorporated in England and Wales with Registered No. 4343841)

Notice of
Annual General Meeting
to be held on 22 June 2006

Notice of the Annual General Meeting to be held at 12 noon on Thursday 22 June 2006 at 11 Grosvenor Place, London
SW1X 7HH is set out on pages 5-7.

The action to be taken by Shareholders is set out on page 4. Whether or not you plan to attend the Annual General
Meeting you are requested to complete and submit a Form of Proxy in accordance with the instructions printed on the
enclosed Form of Proxy. To be valid, the Form of Proxy must be completed and returned, in accordance with the
instructions printed thereon, to the Company’s registrars, Capita Registrars (Proxies), PO Box 25, Beckenham, Kent,
BR3 4BR, as soon as possible but in any event so as to be received not less than 48 hours before the time appointed
for the Annual General Meeting. Completion of a Form of Proxy will not preclude a member from attending and
voting in person.
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TELEPHONE +44 20 7201 8900 FACSIMILE +44 20 7201 8901
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Directors:
Peter Hambro (Executive Chairman)
Dr Pavel Maslovsky {Deputy Chairman)
Jay Hambro (Business Development Director)
Alexei Maslovsky (Executive Director, Group Treasurer)
Andrey Maruta (Deputy Finance Director)
Alfiya Samokhvalova  (Director of External Communications)
Philip Leatham (Non-Executive Finance Director)
Sir Rudolph Agnew (Non-Executive Director)
Peter Hill-Wood {(Non-Executive Director)

16 May 2006
Dear Shareholder

Annual General Meeting 2006

I am writing to inform you that the Annual General Meeting (the “AGM”) of Peter Hambro Mining plc
(the “Company”) will be held at 12 noon on 22 June 2006 at 11 Grosvenor Place, London SW1X 7HH. The formal
Notice of the AGM and resolutions to be proposed are set out on pages 5 to 7. The resolutions to be put to the Meeting
will address the following matters:

ORDINARY BUSINESS

Annual Report and Accounts (Resolution 1)
Shareholders will be asked to receive and adopt the Annual Report and Accounts of the Company for the year ended
31 December 2005 together with the report of the auditors.

Re-appointment of Directors (Resolutions 2 to 5)
Alfiya Samokhvalova who was appointed by the Board during the year, retires in accordance with Article 86 of the
Company’s Articles of Association and, being eligible, offers herself for re-election.

Peter Hill-Wood, Philip Leatham and Alexei Maslovsky retire in accordance with Article 91 of the Company’s Articles
of Association and, being eligible, offer themselves for re-election.

Brief biographical details of each of the Directors standing for re-election appear on page 29 of the Annual Report and
Accounts which are being posted to shareholders with this Notice of AGM.

Auditors (Resolution 6)
The Company is required at each general meeting at which accounts are presented to appoint auditors to hold
office until the next such meeting. Moore Stephens LLP have indicated their willingness to continue in office.
Accordingly, Resolution 6 re-appoints Moore Stephens LLP as auditors to the Company and authorises the Directors
to fix their remuneration.

02 PETER HAMBRO MINING PLC NOTICE OF ANNUAL GENERAL MEETING




Authority to allot shares (Resolution 7)

Under the Companies Act 1985, the Directors are not permitted to issue new shares (or to grant rights over shares)
unless authorised to do so by the shareholders. Resolution 7 authorises the Directors to allot ordinary shares in the
Company (“Ordinary Shares”) up to a maximum aggregate nominal amount of £395,949. This represents the nominal
value of the authorised share capital less the nominal value of the Ordinary Shares already in issue.

Partial disapplication of pre-emption rights (Resolution 8)

Under the Companies Act 1985, the Directors require authority from shareholders before allotting new shares
(or rights in respect of shares) for cash without first offering them to existing shareholders in proportion to their
existing holdings. The Company seeks in Resolution 8 shareholders’ authority to disapply this requirement, for the
following purposes:

{a)  to enable rights issues, open offers or equivalent offers and the like to be implemented on a basis which
enables the Directors to make arrangements to deal with (inter alia) fractional entitlements and overseas
securities laws;

. (b)  to enable the issue of shares pursuant to share option schemes adopted by the Company; and

(¢) 1in addition, to enable the issue of shares up to an aggregate nominal amount of £160,810,

(this represents 20 per cent. of the current issued share capital of the Company).

Such authority, if given, will expire at the conclusion of the Annual General Meeting of the Company in 2007, or, if
earlier, on the date falling 15 months after the date of the passing of Resolution 8. This extends to any subsequent sale
of equity securities which have been held in treasury. The limits which apply to the allotment authority apply equally
to any sales of treasury shares.

Authority to purchase shares (Resolution 9)

It is proposed that the Company retains the ability to purchase up to 10 per cent. of its issued share capital.
The Company’s powers to purchase its own shares will be subject to the limitations set out in Resolution 9. It is the
intention of the Directors only to exercise such authority if satisfied that to do so would be in the best interests of the
Company. The Directors have no present intention to make any such purchase.

The Company would consider holding any of its own shares which it purchases pursuant to the authority conferred
by Resolution 9 as treasury shares. No dividends will be paid on any shares held in treasury and no voting rights will
attach to such shares. It will be possible for the Company to transfer shares out of treasury pursuant to
an employee share scheme.

Approval of certain transactions between the Company and Aricom plc (Resolution 10)

The Peter Hambro Mining group (“the Group”) construction company, OO0 “Kapstroi”, in line with its policy
of performing external contracting works with currently available resources, has been and further intends to perform
certain construction and other works for Aricom plc and/or its subsidiaries (“Aricom”). Furthermore, discussions are
ongoing which may lead to the sale of non-gold Group portfolio assets to Aricom.

Both the Chairman and the Deputy Chairman of the Company are also Non-Executive Deputy Chairmen of Aricom ple,
and both are shareholders in the Company as well as in Aricom plc. The Board have carefully considered whether the
proposed arrangements between Group companies and Aricom group companies would require shareholder approval
and, on the basis of professional advice, are of the view that such approval is not formally required in the current
circumstances. Nevertheless, in line with the Company’s policy of full and transparent disclosure and shareholder
participation, the Board is seeking approval from the Company’s shareholders by way of Resolution 10 for entry into
any such transactions up to a threshold value of 10% of the net assets of the Group for any one transaction. The terms
of any such transactions will be subject to the approval of independent Directors and their implementation will be
subject to compliance with the AIM rules and with any requirements for any sharecholder approvals if particular
arrangements or changed circumstances require this.

NOTICE OF ANNUAL GENERAL MEETING PETER HAMBRO MINING PLC 03



Reserves Bonus Scheme (the “Scheme”) for certain senior Group Executives.

. Agreement has now been reached with those entitled to participate in the Scheme (the “Eligible Persons™) for the
Scheme not to proceed. Peter Hambro and Pavel Maslovsky, who were eligible to participate in the Scheme, have given
up their rights to do so and will not be receiving payment under the Scheme as described below. The independent
Directors, who comprise Sir Rudolph Agnew, Peter Hill-Wood and Philip Leatham (the “Independent Directors”),
having taken professional advice, have agreed that the sum of US$15,000,000 in aggregate (the “Scheme Payment™) is
fair compensation to the Eligible Persons for the Scheme not proceeding. The Independent Directors also consider that
this payment is less than the cost to the Group (as determined by reference to the estimated net present value of the
ongoing payment obligations for the Company under the Scheme) if the Scheme were to proceed. The Independent
Directors consider, having consulted with the Company’s nominated adviser, JPMorgan Cazenove, believe that the
terms of the transaction are fair and reasonable insofar as the Company’s shareholders are concerned. As the Eligible
Persons are senior executives of the Group and include a director of the Company’s principal operating subsidiary, the
making of the Scheme Payment is subject to the approval of the Company’s shareholders by way of this Resolution 11.

Action to be taken

You will find enclosed a Form of Proxy for use at the AGM. Please complete, sign and return the enclosed form
as soon as possible in accordance with the instructions printed thereon, whether or not you intend
to be present at the AGM. Forms of Proxy should be returned so as to be received by the Company’s registrars, Capita
Registrars (Proxies), PO Box 25, Beckenham, Kent, BR3 4BR, as soon as possible, but in any event no later
than 12 noon on 20 June 2006. Completion and return of the Form of Proxy will not prevent you from attending in
person and voting at the meeting should you subsequently decide to do so.

Recommendation

Your Directors consider that the proposals described in this letter are in the best interests of shareholders as a whole
and unanimously recommend shareholders to vote in favour of the resolutions to be proposed at the AGM, as they
intend to do (other than in respect of their own appointments as Directors and in respect of any Resolutions in which
they have an interest) in respect of their beneficial holdings, amounting in aggregate to 23,914,421 Ordinary Shares,
representing approximately 29.74 per cent. of the Company’s issued Ordinary Shares, of which 0.03 per cent. is held
by the Independent Directors.

Yours sincerely,

Peter Hambro
Chairman

04 PETER HAMBRO MINING PLC NOTICE OF ANNUAL GENERAL MEETING
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TELEPHONE +44 20 7201 8900 FACSIMILE +44 20 7201 8901

Website: http://www.peterhambro.com Email: corporate@peterhambro.com

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the 4th Annual General Meeting of the Company will be held at 12 noon on
Tuesday 22 June 2006 at 11 Grosvenor Place, London SW1X 7HH (the “Notice™) for the following purposes:

Ordinary Business:

1 To receive and adopt the report of the Directors and the audited accounts of the Company for the year ended
31 December 2005 together with the report of the auditors.

2 To re-elect Alfiya Samokhvalova, who was appointed during the year and retires in accordance with Article 86
of the Company’s Articles of Association and who, being eligible, offers herself for re election as a Director.

3 To re-elect Peter Hill-Wood, who retires by rotation in accordance with Article 91 of the Company’s Articles of
Association and who, being eligible, offers himself for re election as a Director.

4 To re-elect Philip Leatham, who retires by rotation in accordance with Article 91 of the Company’s Articles of
Association and who, being eligible, offers himself for re election as a Director.

5 To re-clect Alexei Maslovsky, who retires by rotation in accordance with Article 91 of the Company’s Articles
of Association and who, being eligible, offers himself for re election as a Director.

6 To re-elect Moore Stephens LLP as auditors of the Company until the conclusion of the next general meeting
at which accounts are laid before the Company and to authorise the Directors to fix their remuneration.

Special Business:
7 To consider and, if thought fit, to pass the following resolution as an Ordinary Resolution:

THAT, the Directors be and they are hereby generally and unconditionally authorised in accordance
with section 80 of the Companies Act 1985 (the “Act”) (and in substitution for any existing power to allot
relevant securities) to exercise all the powers of the Company to allot relevant securities (within the meaning
of the said section 80) up to an aggregate nominal amount of £395,949 during the period commencing on the
date of the passing of this Resolution and expiring five years from the date of the passing of this Resolution,
but so that this authority shall allow the Company to make before the expiry of this authority offers or
agreements which would or might require relevant securities to be allotted after such expiry
and notwithstanding such expiry the Directors may allot relevant securities in pursuance of such offers
or agreements,

8 To consider and, if thought fit, to pass the following resolution as a Special Resolution:
THAT the Directors be and they are hereby empowered, pursuant to section 95 of the Act:
(i) subject to the passing of Resolution 7 set out in the Notice, to allot equity securities (within the meaning

of section 94 of the Act) for cash pursuant to the authority given in accordance with section 80 of the Act
by the said Resolution 7; and
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as if section 89(1) of the Act did not apply to any such allotment and/or transfer, provided that this power shall
be limited to the allotment or transfer of equity securities:

(a) in connection with or the subject of an offer or invitation, including a rights issue or open or equivalent
offer, open for acceptance for a period fixed by the Directors, to holders of Ordinary Shares and such other
equity securities of the Company as the Directors may determine on the register on a fixed record date in
proportion (as nearly as may be) to their respective holdings of such securities or in accordance with the
rights attached thereto, including equity securities which, in connection with such offer or invitation, are
the subject of, or the arrangements for which provide for, such exclusions or other arrangements as the
Directors may deem necessary or expedient to deal with fractional entitlements that would otherwise arise
or with legal or practical problems under the laws of, or the requirements of any recognised regulatory body
or any stock exchange in, any territory or otherwise;

(b) pursuant to the terms of any share option scheme adopted by the Company (and any shares acquired
or held by the Company in treasury may be transferred in satisfaction of the exercise of options under any
of the Company’s share option schemes); and

{c) (otherwise than pursuant to sub-paragraphs (a) and (b) above) up to an aggregate nominal amount
of £160,810

and shall expire at the conclusion of the Annual General Meeting of the Company in 2007, or, if earlier,
on the date falling 15 months after the date of the passing of this Resolution except that the Company may
before such expiry make offers or agreements which would or might require equity securities to be allotted after
such expiry and notwithstanding such expiry the Directors may allot equity securities in pursuance
of such offers or agreements and all authorities previously conferred under section 95 of the Act be and they
are hereby revoked, provided that such revocation shall not have retrospective effect.

9 To consider and, if thought fit, to pass the following resolution as a Special Resolution:

THAT, in substitution for any existing power under section 166 of the Act, but without prejudice to the
exercise of any such power prior to the date of the passing of this Resolution, the Company be and is hereby
generally and unconditionally authorised, pursuant to and in accordance with section 166 of the Act, to make
a market purchase or market purchases (within the meaning of section 163(3) of the Act) of its Ordinary
Shares in such a manner and on such terms as the Directors may from time to time determine provided that:

(a) the maximum aggregate number of Ordinary Shares hereby authorised to be so acquired is 8,040,505 or, if
the Ordinary Shares have a nominal value other than £0.01 each, such number as has an aggregate nominal
value equal to £80,405;

(b) the minimum price which may be paid for each Ordinary Share is £0.01 per share;

(¢) the maximum price (exclusive of expenses) which may be paid for each Ordinary Share is not more than
5 per cent. above the average of the middle market quotations derived from the Daily Official List for the
five business days immediately preceding the date of purchase of the shares;

(d) the authority hereby conferred shall expire at the conclusion of the Annual General Meeting of the
Company in 2007, or if earlier, on the date falling 15 months after the date of the passing of this Resolution,
unless such authority is revoked, varied or renewed prior to such time; and

(e) the Company may, prior to the expiry of the authority hereby conferred, enter into a contract or contracts

to purchase Ordinary Shares under such authority which will or may be executed wholly or partly after such
expiry, and may purchase Ordinary Shares pursuant to such contract.
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THAT the entry into certain arrangements between the Group and Aricom (as defined in the circular
to Shareholders dated 16 May 2006) up to the threshold value of 10% of the net assets of the Group for
any one transaction be and is hereby approved.

11 To consider and, if thought fit, to pass the following resolution as an Ordinary Resolution:

THAT the payment of the Scheme Payment (as defined in the circular to Sharcholders dated 16 May 2006)
be and is hereby approved.

Dated 16 May 2006

Registered office: By Order of the Board
11 Grosvenor Place

Belgravia

London SW1X 7HH

Anna-Karolina Subczynska-Samberger
Company Secretary

Notes:

1 A member entitled to attend and vote at the Meeting may appoint one or more proxies to attend and (on a poll) vote instead
of him. A proxy need not be a member of the Company.

2 A Form of Proxy is provided with this Notice. Completion and return of such a proxy will not prevent a member from attending
the Meeting and voting in person.

3 To be effective, the Form of Proxy and any power of attorney or other authority under which it is signed (or a notarially certified
copy of such authority) must be deposited with the Company’s registrars, Capita Registrars (Proxies), PO Box 25, Beckenham,
Kent, BR3 4BR not less than 48 hours before the time of the holding of the Meeting or any adjournment thereof.

4 Pursuant to regulation 41(1) of the Uncertificated Securities Regulations 2001 (2001 No. 3755) the Company has specified that
only those members registered on the register of members of the Company at 12 noon on 20 June 2006 shall be entitled to attend
and vote at the Meeting in respect of the number of Shares registered in their name at that time. Changes to the register of members
after 12 noon on 20 June 2006 shall be disregarded in determining the rights of any person to attend and vote at the Meeting.

5 The Register of Directors’ interests in the shares of the Company and copies of the service agreements between the Company and
its Directors will be available for inspection at the registered office of the Company during usual business hours on any weekday
(Saturdays, Sundays and public holidays excluded) until the date of the Meeting and also on the date and at the place of the
Meeting from 15 minutes prior to the commencement of the Meeting until the conclusion thereof.

07 PETER HAMBRO MINING PLC NOTICE OF ANNUAL GENERAL MEETING



